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How to Use This Index 


This topical index provides references to all material in the 1993 TAX MANAGEMENT ESTATES, GIFTS AND 
TRUSTS JOURNAL. Entries are followed by page citations. 

This index is arranged alphabetically, word-by-word. For example, the heading GIFT TAX precedes the heading 
GIFTS. Numbers are treated as if spelled out, e.g. an entry starting with “1993” will appear in the “Ns.” 

Editor’s Notes [Ed. Note:] clarify the scope of a particular heading and where appropriate refer the user to related 


headings. 


This index publishes at 6-month intervals, cumulating to a 12-month final. 
See also the TABLE OF AUTHORS, TABLE OF CASES, and TABLE OF IRS DECISIONS AND RULINGS, 


at the end of this Index. 


A 


ACCUMULATION DISTRIBUTIONS 


Throwback rule proposed repeal, see LEGIS- 
LATION, FEDERAL, HR 11 


ACTUARIAL ASSUMPTIONS 

Interest income from closely-held business stock 
in GRIT, valuation may not be based on 
§25.2512-5(f) table when return on invest- 
ment was clearly less than table’s assumed 
rate (CA 8), 31 


ADMINISTRATION OF ESTATE 
See EXECUTORS 


ADMINISTRATIVE EXPENSES 

Estate subject to $2,000,000 net worth limita- 
tion to qualify for award of fees where IRS 
settled for less than half of assessed deficien- 
cy (US TC), 15 

Interest on federal estate tax need not reduce 
marital and charitable deduction; prior rul- 
ings revoked and modified (RR), 162 

Investment advisory fees paid by trustee are 
subject to 2 percent floor on miscellaneous 
itemized deductions (US TC), 3 

Investment advisory fees trust incurred are not 
subject to §67 2 percent floor because they 
are administrative costs (CA 6), 163 

Legal and guardian ad litem fees incurred in 
management of trust property are deductible 
(PLR), 5 

Marital deduction reduced by administrative 
expenses deducted on estate’s fiduciary in- 
come tax return (CA 6), 24 

Probate court’s acceptance of fees for adminis- 
tration of estate’s ranch and mineral interests 
only deductible of they were “necessarily in- 
curred” (DC NOkla), 159 

Reasonableness, IRS increasingly asking attor- 
neys to prove particularly when all benefici- 
aries have not consented to fees (TAM), 66 

Sizable settlement offers make it reasonable for 
IRS to take position that estate’s lawsuit had 
considerable value at decedent’s death, attor- 
neys’ fees not recoverable (US TCM), 194 
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ADOPTION 

Predeceased child exception to generation-skip- 
ping transfer tax applies despite grandchild’s 
adoption by new wife of deceased daughter’s 
husband (PLR), 99 


ALIENS 
See NON-RESIDENT ALIENS; RESIDENT 
ALIENS 


ALLOCATIONS 

Automatic allocation of GST exemption, gener- 
ation-skipping transfer tax, proposed regs., 
76; 86 


ALTERNATE VALUATION DATE 

Oil and gas, value of extracted oil and gas to be 
determined as they existed at the date of 
death (CA 10), 16 


ALTERNATIVE MINIMUM TAX 

Charitable contributions of appreciated proper- 
ty, RRA 1993 eliminates AMT tax prefer- 
ence item, 176 


ANNUAL GIFT TAX EXCLUSION 

Beneficiaries with 15-day Crummey demand 
powers need not have present interest in trust 
to allow annual gift tax exclusion, IRS acqui- 
esces in result only (AOD), 29 

Gifts made within three years of decedent’s 
death, proposal to exclude from estate, see 
LEGISLATION, FEDERAL, HR 11 

“Relation-back” theory applies to non-charita- 
ble year-end gifts by check, gift deposited on 
12/31/85 which cleared on 1/2/86 qualifies 
for annual exclusion (US TC), 102 


ANNUITIES 

See also PRIVATE ANNUITIES 

IRAs, estate tax exemption available only if 
decedent qualifies for exemption under 
grandfather provisions of TRA 1984 (RR), 
20 


Joint and survivor annuities, see JOINT AND 
SURVIVOR ANNUITIES 
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Non-recognition exchange of annuity contracts, 
prevents qualification for exemption from 10 
percent withdrawal penalty (RR), 11 

Non-recognition safe harbor on exchange of life 
insurance annuity contracts when cash with- 
drawn and reinvested (RR), 11 

Residuary marital deduction trust reduction to 
provide funding for annuity trust for dece- 
dent’s mother computed by IRS (PLR), 132 

Troubled insurer’s life insurance annuity con- 
tracts exchange, no gain recognized, no cash 
withdrawn or distributed (RP), 11 


APPLICABLE FEDERAL RATES (AFR) 

Partnership pre-1990 buy-sell agreement 
amended to update values and tie interest 
rate on deferred payments to AFR does not 
destroy grandfathering of §2703 (PLR), 36 


APPORTIONMENT 

Estate tax lien apportioned to estate’s assets 
based on property value on date of foreclo- 
sure sale, not date of lien (CA 5), 14 


APPRECIATED PROPERTY 

See also ESTATE FREEZES 

Grantor trusts, lump-sum payment to grantor of 
irrevocable trust from sale of appreciated 
property to trust is not taxable event (PLR), 
10 


ART 

Blockage discount for artwork in Georgia 
O’Keeffe’s estate reduced net value by 50 
percent (US TCM), 16 

Life estate in artwork qualifies for QTIP elec- 
tion where primary purpose was not safe- 
guarding artwork and wife’s estate gets chari- 
table deduction (PLR), 65 

Stolen art objects, value includible in decedent’s 
gross estate since decedent had beneficial en- 
joyment for more than 35 years (TAM), 18 


ASCERTAINABLE STANDARD 


See GRANTOR TRUSTS; POWERS OF AP- 
POINTMENT 
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ASSET PROTECTION PLANNING (APP) 
Estate planning, ethical considerations, 87 


ASSIGNMENTS 


Generation-skipping transfer tax, proposed 
regs., 81 


ATTORNEYS 
Real property valuation, practical approach for 
estate tax purposes, 92 


ATTORNEYS’ FEES 
See ADMINISTRATIVE EXPENSES 


B 


BANK ACCOUNTS 

Special use real property valuation election, ac- 
count not exclusively used by decedent for 
farming purposes not eligible for 50 percent 
of estate test (US TC), 17 


BASIS 
See also STEPPED-UP BASIS AT DEATH 
Gift property receives no step-up in basis, 39 


BELOW-MARKET INTEREST RATE 
LOANS 


See INTEREST-FREE LOANS 


BENEFICIARIES 

Assets of trust sold and cash deposited with 
federal court by interpleader/trustee termi- 
nates trust with spendthrift clause, capital 
gains taxed to beneficiary (PLR), 8 

Qualified Subchapter S trust sale of stock, in- 
—_ beneficiary liable for tax on gain (RR), 
1 


Simple trust beneficiary must pay income tax 
on required distributions whether or not actu- 
ally distributed (US TCM), 7 


BEQUESTS 

Note from insolvent nephew cancelled in un- 
cle’s will had no income tax consequences, 
bequest not discharge of debt creating in- 
come (TAM), 16 


BLOCKAGE 


Artwork, Georgia O’Keeffe’s estate value dis- 
counted by 50 percent (US TCM), 16 


BROKERAGE ACCOUNTS 
Joint brokerage account, disclaimer qualified 
where survivor did not direct transfer of as- 


sets to separate account or their sale (PLR), 
31 


BUY-SELL AGREEMENTS 

Increase in authorized shares and reduction in 
par values does not terminate grandfathered 
status of agreement because not “substantial- 
ly modified” (PLR), 36 

New agreement on top of old one did not termi- 
nate or substantially modify old one so agree- 
—_ remains protected from §2703 (PLR), 

5 


Partnerships 

—Amendments to pre-1990 agreement updat- 
ing values and tying interest rate on deferred 
payments to applicable federal rate do not 
destroy grandfathering of §2703 (PLR), 36 

—Conversion of corporate buy/sell arrange- 
ment to “cross-purchase” agreement, IRS 
ruling provides possible blueprint (PLR), 133 

—Managing partnership interests sold to chil- 
dren under pre-1990 buy-sell agreement are 
not controlled by §2701 (PLR), 36 

—Policy loans may be used to pay premiums, 
amendments to pre-1990 agreement to modi- 
fy life insurance provisions do not surrender 
§2703 grandfather protection (PLR), 35 

Proportionate shares of stock remain same after 
recapitalization, §2701 not triggered, updat- 
ing of buy-sell agreement to correspond does 
not surrender §2703 exemption (PLR), 34 





Redemption of stock at stockholder’s death, 
agreement properly coordinates §§303 and 
6166 (PLR), 28 

S corporations 

—One class of stock requirement, final regula- 
tions issued, 12 

—One class of stock rule clarification, see 
LEGISLATION, FEDERAL, HR 11 


C 


CANCELLATION OF INDEBTEDNESS 

Note from insolvent nephew cancelled in un- 
cle’s will had no income tax consequences, 
bequest not discharge of debt creating in- 
come (TAM), 16 


CAPITAL GAINS AND LOSSES 
See also RECOGNITION OF GAIN OR 
LOSS 


Assets of trust sold and cash deposited with 
federal court by interpleader terminates trust 
with spendthrift clause, capital gains taxed to 
beneficiary (PLR), 8 

Charitable trust, capital gains permanently set 
aside for charity are deductible under 
§642(c) where sole income beneficiary was 
childless woman over 60 (PLR), 8 

Net liquidations, value of C corporation for es- 
tate tax purposes, no discount for capital 
gains taxes despite repeal of General Utilities 
doctrine (TAM), 16 

Testamentary trust does not terminate until fi- 
nal distribution, trust responsible for capital 
gains tax on trust assets (DC MTenn), 7 


CAPTIVE INSURANCE COMPANIES 

Group-term life insurance premiums paid to 
subsidiary for policies covering parent’s em- 
ployees deductible by parent, coverage up to 
$50,000 excludable by employees (RR), 3 


CHARITABLE CONTRIBUTIONS 

See also CHARITABLE ESTATE TAX DE- 
DUCTION; CHARITABLE GIFT TAX 
DEDUCTION; CHARITABLE INCOME 
TAX DEDUCTION; CHARITABLE RE- 
MAINDER TRUSTS; POOLED INCOME 
FUNDS; VALUATION 

Alternative minimum tax, RRA 1993 elimi- 
nates AMT tax preference item for contribu- 
tions of appreciated property, 176 

ee property in Great Britain, protection 
to) 

—Acceptance in lieu, 54 

—Application of rules, practical experience, 54 

—Conditional exemption, 53 

—Effectiveness of concessions in protecting 
heritage property, 54 

—Gifts to charities for national purposes or 
public benefit, 54 

—History, 52 

—Maintenance funds, 53 

—Museums, fiscal status of, 55 

—Part acceptance in lieu, part cash, 54 

—Policy, 52 

—Private treaty sale to approved institution, 53 

—Reform, necessity for, 56 

—Rules and concessions, 52 

—Taxation’s role, 52 

Higher income tax rates encourage charitable 
giving, 176 

Quid pro quo disclosure requirement, 177 

Substantiation requirement of RRA 1993, 176 


CHARITABLE ESTATE TAX DEDUCTION 
See also CHARITABLE CONTRIBUTIONS; 
CHARITABLE REMAINDER TRUSTS 
Artwork, gift of life estate to spouse qualifies as 
QTIP property, spouse’s estate entitled to 
charitable deduction for value of art passing 
to charity (PLR), 32 

Interest on federal estate tax need not reduce 
marital and charitable deduction; IRS re- 
vokes and modifies prior rulings (RR), 162 





Judicial severing of non-qualifying split-interest 
trust does not create deductible interest un- 
less it was qualified reformation (US TC), 23 

Property passing to charity because of individu- 
al’s failure to exercise purchase option quali- 
fies for deduction (PLR), 23 

Qualified domestic trusts provisions affecting 
charitable remainder trusts, see CHARITA- 
BLE REMAINDER TRUSTS 

Reformable split-interest trust if not reformed 
in time may lose charitable deduction (CA 
9), 66 


CHARITABLE GIFT TAX DEDUCTION 

See also CHARITABLE CONTRIBUTIONS 

Life insurance policy given to public charity 
lacking insurable interest, deductibility 
(PLR), 5 


CHARITABLE INCOME TAX DEDUCTION 

See also CHARITABLE CONTRIBUTIONS; 
CHARITABLE INCOME TRUSTS 

Charities can advise donors entire gift is de- 
ductible if benefits or awards received by con- 
tributors have insubstantial value (RP), 5 

Excess payments from charitable lead trust, in- 
come tax deduction disallowed (US TC), 6 

Krugerrands are not tangible personal property 
for purposes of deduction for gift to charita- 
ble remainder unitrust (PLR), 5 

Life insurance policy given to public charity 
lacking insurable interest, deductibility 
(PLR), 5 

Multiple gifts in single year are pooled to reach 
amount of deduction allowed, gain recog- 
nized on pooled gift even if greater than al- 
lowed deduction (US TC), 10 

Pooled income funds holding depreciable or de- 
pletable property, IRS eases rules on deduct- 
ibility of gifts made after 2/15/91 (RR), 7 

Post-gift sale can be used in valuing closely held 
stock given to university (CA FC), 5 

Retained right to change charitable beneficiar- 
ies of charitable remainder trust does not dis- 
qualify CRT, income tax deduction allowed 
for value of remainder (PLR), 9 


CHARITABLE INCOME TRUSTS 

See also CHARITABLE CONTRIBUTIONS; 
CHARITABLE REMAINDER TRUSTS 

Generation-skipping transfer tax, proposed 
regs., 80 

Income tax deduction for excess payments from 
charitable lead trust disallowed (US TC), 6 


CHARITABLE LEAD TRUSTS 
See CHARITABLE INCOME TRUSTS 


CHARITABLE REMAINDER TRUSTS 

See also CHARITABLE ESTATE TAX DE- 
DUCTION; CHARITABLE GIFT TAX 
DEDUCTION; CHARITABLE INCOME 
TAX DEDUCTION 

Capital gains permanently set aside for charity 
are deductible under §642(c) where sole in- 
come beneficiary was childless woman over 
60 (PLR), 8 

Charitable remainder trust (CRT) can never be 
qualified Subchapter S trust (RR), 8; 13 

Estate tax provisions affecting, overview, 139 

—“String provisions,” §§2036 and 2038, 140 

Model unitrust forms, IRS corrects error (RR), 
8 


Payment of death taxes by trust disqualifies it 
as CRT even if deceased grantor’s estate or 
surviving spouse income beneficiary must re- 
imburse them (PLR), 9 

Principal of trust used to pay premium on life 
insurance policy, trust not grantor trust under 
§677 which would disqualify it as charitable 
remainder trust (PLR), 8 

“Qualification notice” required for charitable 
remainder beneficiaries of CRT, see LEGIS- 
LATION, FEDERAL, HR 11 
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CHARITABLE REMAINDER 
TRUSTS—Contd. 

Qualified Domestic Trust (QDOT) provisions 
affecting CRTs, 139 

—Grantor’s estate, 142 

—Income interest gift to charitable remainder- 
man, 144 

—Survivor/beneficiary’s estate, 143 

Reformation of defective trusts to conform with 
1969 Tax Act which denies charitable deduc- 
tion to split-interest trust unless interest is in 
form of qualified annuity or unitrust or in 
pooled income fund explained, 194 

Retained right to change charitable beneficiar- 
ies does not disqualify CRT, gift incomplete 
for gift tax purposes, income tax deduction 
allowed for value of remainder (PLR), 9 

Spouse’s unitrust interest qualified for marital 
deduction under §2056(b)(8) and remainder 
interest qualified for charitable deduction un- 
der §2055(a) (TAM), 66 


CHILDREN 
See MINORS 


CIVIL TAX PENALTIES 
See PENALTIES 


CLOSELY-HELD CORPORATION STOCK 

See also ESTATE FREEZES; REDEMP- 
TIONS OF CORPORATE STOCK TO 
PAY DEATH TAXES, §303; VALUA- 
TION OF CLOSELY-HELD CORPORA- 
TION STOCK 

Non-dividend paying closely-held stock disqual- 
ifies marital trust from marital deduction 
(PLR), 26 


CLOSELY-HELD CORPORATIONS 

See ESTATE FREEZES; EXTENSION OF 
TIME FOR PAYMENT OF ESTATE 
TAX; INTRA-FAMILY SALES; RECAPI- 
TALIZATIONS, CORPORATE; SPE- 
CIAL USE REAL PROPERTY VALUA- 
TION ELECTION, §2032A; VALUATION 
u— CORPORATION 


COMMUNITY PROPERTY 

See also JOINTLY-OWNED PROPERTY 

Life insurance proceeds paid to insured’s part- 
ner are excludable from gross income even 
when policy held as community property 


(PLR), 4 


COMPENSATION FOR SERVICES 
Houses conveyed by decedent to relatives six 


months before death are gifts, not compensa- 
tion (CA 7), 29 


COMPLEX TRUSTS 

See DISTRIBUTABLE NET INCOME 
(DNI); DISTRIBUTIONS, ESTATES 
AND TRUSTS; THROWBACK RULES 


COMPREHENSIVE NATIONAL ENERGY 
POLICY ACT OF 1992 

Marital deduction (estate tax), “portion” mari- 
tal trust ploy repealed, 23 


CONSTITUTIONAL LAW 

ESOPs, retroactive amendment of §2057 re- 
quiring ownership of employer securities by 
decedent before death to qualify for deduc- 
tion violates Due Process Clause (CA 9), 26 

Retroactivity of top estate tax rate permanently 
extended by RRA 1993, constitutionality of 
challenged (DC DC), 196 


CONTEMPLATION OF DEATH 
See GIFTS WITHIN THREE YEARS OF 
DECEDENT’S DEATH, §2035 





COOPERATIVE HOUSING 
Qualified personal residence trust (QPRT), 
IRS approves creation for holding shares in 


cooperative apartment used as principal resi- 
dence (PLR), 36 


CORPORATIONS 
See S CORPORATIONS 


COST DEPLETION 

Basis of surviving spouse’s share of community 
property interest in working interests and 
royalty interests for computing cost depletion 
includes step-up in basis at time of spouse’s 
death (RR), 6 


CREDITORS’ RIGHTS 

Irrevocable self-settled trust governed under 
New York law, 186 

Lapsing withdrawal powers, impact on benefi- 
ciary of discretionary trust for state creditor 
protection and trust law purposes, 188 


CREDITS AGAINST TAXES 
See UNIFIED ESTATE AND GIFT TAX 
CREDIT 


CRUMMEY TRUSTS 

Beneficiaries with 15-day demand powers need 
not have present interest in trust to allow 
annual gift tax exclusion, IRS acquiesces in 
result only (AOD), 29 

Generation-skipping transfer tax, proposed 
regs., 82 

Qualified Subchapter S trust created where 
beneficiary has Crummey demand power 
(PLR), 13 


D 


DEATH BENEFITS 
Value of benefit payable to surviving spouse not 
gift (RR), 30 


DEATH TAXES 

See ESTATE TAX; GENERATION-SKIP- 
PING TRANSFER TAX; STATE AND 
LOCAL TAXES 


DECEDENTS 
Income in respect of decedent, see INCOME 
IN RESPECT OF DECEDENT 


DEDUCTIONS 
See also specific deductions 
Rule 144 stock not entitled to fair market value 


deduction when donated to private founda- 
tion (PLR), 134 


DEFICIT REDUCTION ACT OF 1984 
See TAX REFORM ACT OF 1984 


DEFINITIONS 
Generation-skipping transfer tax, proposed 
regs., 81 


DISCLAIMERS 

Complete termination of power to exercise pur- 
chase option for land otherwise devised to 
charity before due date of estate tax return 
held qualified disclaimer (PLR), 23 

Disclaimed property passing to private founda- 
tion controlled by disclaimant results in quali- 
fied disclaimer where separate fund created 
(PLR), 133 

Joint brokerage account, disclaimer qualified 
where survivor did not direct transfer of as- 
sets to separate account or their sale (PLR), 
31 

Postmortem farm estate planning 

—Examples of use, 155 

—Qualified disclaimer requirements, 153 

Postmortem farm estate planning, use of dis- 
claimers, 153 et seq. 

Pre-1932 trust, partially disclaimed remainder 
interests not subject to gift tax (US SupCt; 
rev grant), 162 





Tenancy by the entirety, disclaimer of one-half 
interest in Arkansas real estate survivor 
would receive by survivorship, allowed under 
state law, is not qualified disclaimer (TAM), 


1 
Timeliness of filing based on date of death un- 
der §2518 even when state law allowed use of 
date will was filed for probate (CA 7), 31 
Underage child, disclaimer executed 15 months 
after death of decedent was timely because 
child was under 21 (PLR), 31 


DISTRIBUTABLE NET INCOME (DNI) 

Power of appointment-generated distribution 
from trust is not specific sum bequest, DNI 
distributed taxable (PLR), 7 


DISTRIBUTIONS, CORPORATE 

See LIQUIDATIONS, CORPORATE; RE- 
DEMPTIONS OF CORPORATE STOCK 
TO PAY DEATH TAXES, §303 


DISTRIBUTIONS, ESTATES AND TRUSTS 

Estate income tax, distributee responsible for 
estate’s income tax where distribution left es- 
tate unable to pay tax liability (US TCM), 
15 

Howard rule, proposed retroactive repeal, see 
LEGISLATION, FEDERAL, HR 11 

Power of appointment-generated distribution is 
not bequest of specific sum, distributable net 
income distributed taxable (PLR), 7 

Qualified Subchapter S trust agreement author- 
izing trustee to accumulate trust income in 
event trust does not hold any S corporation 
shares does not preclude QSST status (RR), 
13 

Rollover of IRA received by widow through re- 
vocable marital trust within 60 days of distri- 
bution from decedent’s IRA allowed (PLR), 


Simple trust beneficiary required to pay income 
tax on required distribution whether or not 
actually distributed (US TCM), 7 

Surviving spouse’s right to veto distributions to 
children by trustee of QTIP does not save 
marital deduction trust (US TC), 25 

Throwback rule for domestic accumulation 
trusts, proposed repeal, see LEGISLATION, 
FEDERAL, HR 11 

Undistributed income at beneficiary’s death 
may be paid by QSST to estate or remainder 
beneficiary (RR), 13 


DISTRIBUTIONS, PENSION AND PROFIT- 
SHARING PLANS 

Joint and survivor annuities, see JOINT AND 
SURVIVOR ANNUITIES 


DISTRIBUTIONS IN REDEMPTION OF 
STOCK TO PAY DEATH TAXES 

See REDEMPTIONS OF CORPORATE 
STOCK TO PAY DEATH TAXES, §303 


DNI 
See DISTRIBUTABLE NET INCOME 
(DNI) 


DOMICILE 
See PRINCIPAL RESIDENCE 


DRUGS 
See ILLEGAL DRUGS 


DURABLE POWER OF ATTORNEY 
See POWER OF ATTORNEY 


E 


ELECTIONS 

See also EXTENSION OF TIME TO MAKE 
ELECTIONS; SPECIAL USE REAL 
PROPERTY VALUATION ELECTION, 
§2032A 

Qualified terminable interest property (QTIP), 
generation-skipping transfer tax, proposed 
regs., 82 
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ELECTIONS—Contd. 

S corporation status, executor may consent to 
election on behalf of deceased shareholder 
(RR), 12 

Sale of closely-held business by trust pursuant 
to direction in will terminates §6166 election 
(PLR), 28 


EMPLOYEE BENEFITS 

See DEATH BENEFITS; GROUP-TERM 
LIFE INSURANCE; JOINT AND SURVI- 
VOR ANNUITIES 


EMPLOYEE COMPENSATION 
See COMPENSATION FOR SERVICES 


EMPLOYEE STOCK OWNERSHIP PLANS 
See ESOPs (EMPLOYEE STOCK OWNER- 
SHIP PLANS) 


ENERGY ACT OF 1992 
See COMPREHENSIVE NATIONAL EN- 
ERGY POLICY ACT OF 1992 


EQUITABLE ESTOPPEL 

IRS not estopped from denying estate tax re- 
fund where estate tax examiner gave ambigu- 
ous and misleading information, refund 
barred where estate failed to show “written” 
notice of claim within limitations period (CA 
4), 27 


EQUITABLE RECOUPMENT 
Inconsistent positions taken by IRS in treat- 


ment of estate make doctrine unavailable 
(DC Conn), 14 


ESOPs (EMPLOYEE STOCK OWNERSHIP 
PLANS) 


Retroactive amendment of §2057 requiring 
ownership of employer securities by decedent 
before death to qualify for deduction 

—Stock purchased after IRS Notice 87-13 is- 
sued eligible for deduction (DC ELa), 27 

—Violates Due Process Clause (CA 9), 26 


ESTATE ADMINISTRATION 
See EXECUTORS 


ESTATE FREEZES 

See also GRANTOR RETAINED ANNUI- 
TY TRUSTS (GRATs); RETAINED LIFE 
ESTATES, §2036 

Book value and financial consideration, 148 

Buy-sell agreements 

—Amendments to pre-1990 agreement to modi- 
fy life insurance provisions does not surren- 
der §2703 grandfather protection (PLR), 35 

—lIncrease in authorized shares and reduction 
in par values does not terminate 
grandfathered status of agreement because 
not “substantially modified” (PLR), 36 

—Managing partnership interests sold to chil- 
dren under pre-1990 buy-sell agreement are 
not controlled by §2701 (PLR), 36 

—New buy-sell agreement on top of old one did 
not terminate or substantially modify old one 
so agreement remains protected from §2703 
(PLR), 35 

—Partnership buy-sell agreements, amendment 
to pre-1990 agreement — values and 
tying interest rate on deferred payments to 
applicable federal rate do not destroy 
grandfathering of §2703 (PLR), 36 

—Proportionate shares of stock remain same 
after recapitalization, §2701 not triggered, 
updating of buy-sell agreement to correspond 
?. not surrender §2703 exemption (PLR), 
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Chapter 14 (§2701) valuation issues, 146; 149 
—Historical background, 146 

—S corporations, 147 

Dividend capacity of corporation, 148 

.< taxation of retained preferred interest, 
Earning capacity of corporation, 148 





Economy and industry outlook, 148 

Gift of preferred stock exempt from §2701 
when grantor retains stock of same class as 
gift (PLR), 35 

Gift of stock proportionate to ownership of mul- 
tiple classes is exempt from §2701 (PLR), 35 

Guideline public companies, 149 

Intangible value, 148 

Irrevocable self-settled trust governed under 
New York law, federal transfer tax conse- 
quences, 179 et seq. 

Multiclass corporation analyzed under §2701, 
applies to some classes, not others, stock giv- 
en away valued under Regs. §25.2701-3(b) 
(PLR), 35 

Nature of the business factor, 148 

Nephews are family members for purposes of 
§2703, 35 

Partnership interests given without retained in- 
terests and partners don’t include any 
§2701(e)(2) applicable family members, 
§2701 not applicable (PLR), 36 

Preferred shares 

—Characteristics mandated by Chapter 14, 
150 

—Specific valuation features under §2701, 150 

—Valuations under Rev. Rul. 83-120, 149 

Prior sales and size of block of stock to be val- 
ued, 149 

Qualified payment elections, Regs. §301.9100 
relief (RP), 28 

Qualified personal residence trust (QPRT), 
IRS approves creation for holding shares in 
cooperative apartment used as principal resi- 
dence (PLR), 36 

Special valuation rules, §§2701-2704 

—Chapter 14 valuation issues, 146 et seq. 

—Final regulations issued, 33 

—Technical corrections, see LEGISLATION, 
FEDERAL, HR 11 

Transferred common stock remainder valua- 
tion, 151 

Trusts, use of, 152 


ESTATE PLANNING 

See also ESTATE FREEZES; EXECUTORS; 
WILLS 

Annual gifts, 39 

Asset protection planning, ethical considera- 
tions, 87 

Clinton election, affect on estate planning con- 
siderations, 37 

Generation-skipping transfer tax, 39 

Gift made now will save tax on future income 
and appreciation, 37 

Grantor trust, 38 

GRATSs and GRUTs, 38 

Income accumulation right of trustees does not 
preclude marital deduction in light of dece- 
dent’s overriding intent expressed in instru- 
ment to obtain deduction (CA 9), 24 

Larger present gifts, effect on amount of tax, 39 

Marital deduction formula clauses, right of ex- 
ecutor to “pick and choose” assets to be in- 
cluded in fractional share sustained (PLR), 
26 

No step-up to basis of gift property, 39 

Postmortem farm estate planning, use of dis- 
claimers, 153 et seq. 

QTIPs 

—Income accumulation right of trustees does 
not preclude marital deduction in light of de- 
cedent’s overriding intent, expressed in in- 
strument, to obtain deduction (CA 9), 24 

—Non-deductible terminable interests created 
when executor had discretion over funding of 
QTIP trusts, marital deduction disallowed 
(CA 9), 24 

—Separate interest in property being tested is 
undivided partial interest in entire residue of 
estate, marital deduction available for that 
portion (CA 5), 24 

Qualified domestic trusts provisions affecting 
charitable remainder trusts, see CHARITA- 
BLE REMAINDER TRUSTS 





Recapture of unified credit, 38 

Reduced unified credit proposal, 37 

Residence GRIT, 38 

RRA 1993 impact, 171 et seq. 

—Estates and trusts, RRA 1993 compresses 
brackets, 172 

—Foreign investment in U.S. portfolio assets, 
RRA 1993 impact on estate tax treatment of, 
175 

—lIncome tax rates, 171 

—Top marginal estate and gift tax rate and 
single generation-skipping transfer tax rate 
frozen by RRA 1993, 174 

Self-cancelling installment notes (SCINs), 123; 
160 


Separate trusts, wills should contain provision 
for, 51 

Smaller estates, may eliminate all gift and es- 
tate tax by making larger present gifts, 39 

Split gifts, 39 

State taxes, 39 


ESTATE TAX 

See also EXTENSION OF TIME FOR PAY- 
MENT OF ESTATE TAX; GENERA- 
TION-SKIPPING TRANSFER TAX; 
GROSS ESTATE; INCOME TAX; SPE- 
CIAL USE REAL PROPERTY VALUA- 
TION ELECTION, §2032A; UNIFIED ES- 
TATE AND GIFT TAX CREDIT; VALU- 
ATION 

Alternate valuation date, see ALTERNATE 
VALUATION DATE 

Charitable estate tax deduction, see CHARI- 
TABLE ESTATE TAX DEDUCTION 

Charitable remainder trust, payment of death 
taxes by trust disqualifies it as CRT even if 
decease grantor’s estate or surviving spouse 
income beneficiary must reimburse them 
(PLR), 9 

Constitutionality of retroactivity of top rate 
which was permanently extended by RRA 
1993 challenged (DC DC), 196 

Deductions, see ESTATE TAX DEDUC- 
TIONS 

Estate freezes, see ESTATE FREEZES 

Extension of period for imposition of 55 percent 
rate, see LEGISLATION, FEDERAL, HR 
11 


Foreign investment in U.S. portfolio assets, 
RRA 1993 impact on estate tax treatment of, 
175 

Irrevocable self-settled trust governed under 
New York law, federal transfer tax conse- 
quences, 185 

Liens for unpaid taxes, see TAX LIENS 

Passive losses, application of §469 rules to taxa- 
tion of estates and trusts, 57 et seq. 

Rate of tax, estates and trusts, RRA 1993 com- 
presses brackets, 172 

Recovery of estate tax, proposal to permit waiv- 
er of recovery by decedent, see LEGISLA- 
TION, FEDERAL, HR 11 

Recovery rules of §§2207A and 2207B clari- 
fied, see LEGISLATION, FEDERAL, HR 
11 


Reduced unified credit proposed by Clinton will 
produce larger net estate tax, 37 

Refund claim barred, no “written” notice to 
IRS of claim within limitations period, estate 
didn’t meet de minimis requirements (CA 4), 
27 


Special valuation rules under §§2701-2704, see 
ESTATE FREEZES 


ESTATE TAX DEDUCTIONS 

See also ADMINISTRATIVE EXPENSES; 
CHARITABLE ESTATE TAX DEDUC- 
TION; MARITAL DEDUCTION (ES- 
TATE TAX) 

Debts owed to decedent’s children, no deduction 
allowed when promissory notes were unsup- 
ported by consideration (US TCM), 23 

ESOPs, retroactive amendment of §2057 re- 
quiring ownership of employer securities by 
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ESTATE TAX DEDUCTIONS—Contd. 

ESOPs, retroactive amendment—Contd. 
decedent before death to qualify for deduc- 
tion 

—Stock purchased after IRS Notice 87-13 is- 
sued eligible for deduction (DC ELa), 27 

—Violates Due Process Clause (CA 9), 26 

Marijuana illegally held by decedent at death, 
estate tax valuation at street price, no deduc- 
tion allowed for loss upon forfeiture or ex- 


pense of turning drug over to authorities 
(TAM), 18 


ESTATE TAX LIENS 
See TAX LIENS 


ESTATE TAX MARITAL DEDUCTION 
See MARITAL DEDUCTION (ESTATE 
TAX) 


ESTATE TAX PAYMENT 
Extension of time to pay tax, see EXTENSION 


74 TIME FOR PAYMENT OF ESTATE 
AX 


ESTATE TAX RETURNS 
See FILING OF RETURNS 


ESTATES 

See also EXECUTORS; GROSS ESTATE 

Attorneys’ fees awards, estates subject to $2 
million net worth limitation to qualify for 
award (US TC), 15 

Income tax 

—Interest expenses deducted on estate’s fiduci- 
ary income tax return do not reduce marital 
deduction, administrative expenses so deduct- 
ed do (CA 6), 24 

—Transferee liability, distributee liable for tax 
where distribution left estate unable to pay 
tax liability (US TCM), 15 

Tax rates, see RATES OF TAXES 


as OF INSURANCE POLICIES, 
1035 


Reinvestment of proceeds of contract surren- 
dered by troubled insurer in similar contract, 
safe harbor rules for non-recognition treat- 
ment (RR), 11 

10 percent premature withdrawal penalty ex- 
ception for immediate annuity contracts not 
applicable to distribution made within one 
year of non-recognition exchange of insur- 
ance policies (RR), 11 

Troubled insurer’s annuity contract assignment 
to second insurer by taxpayer in exchange for 
new contract from second insurer qualifies as 
non-recognition transfer (RR), 11 


EXCLUSIONS FROM GROSS INCOME 

Employer-provided group-term life insurance, 
purchase from controlled subsidiary does not 
affect employees’ exclusion of value of first 
$50,000 of coverage (RR), 3 

Life insurance proceeds paid to insured’s part- 
ner are excludable from gross income even 
when policy held as community property 
(PLR), 4 

Proceeds paid to life insurance trust that is part- 
ner of insured are not subject to tax, safe 
harbor exception of §101(a)(2)(B) applies 
(PLR), 4 


EXECUTORS 

Extension of statute of limitations by decedent 
for income tax purposes is binding on execu- 
tor (US TCM), 15 

Formula clause, right of executor to “pick-and- 
choose” in fractional-share marital deduction 
formula clause sustained (PLR), 26 

Generation-skipping transfer tax, proposed 
regs., 82 

QTIP election 

—Non-deductible terminable interests created 
when executor had discretion over funding of 





QTIP trusts, marital deduction disallowed 
(CA 9), 24 

—Separate interest in property being tested is 
undivided partial interest in entire residue of 
estate, marital deduction available for that 
portion (CA 5), 24 

S corporation status, executor may consent to 
election on behalf of deceased shareholder 
(RR), 12 


EXEMPT ORGANIZATIONS 

See CHARITABLE INCOME TRUSTS; 
CHARITABLE REMAINDER TRUSTS; 
POOLED INCOME FUNDS 


EXTENSION OF TIME FOR PAYMENT OF 
ESTATE TAX 

Buy-sell agreement for redemption of stock at 
stockholder’s death properly coordinates 
§§303 and 6166 (PLR), 28 

Fair market value of oil and gas royalty interest 
may constitute interest in decedent’s closely- 
held business carried on as sole proprietorship 
for §6166 purposes, discussion, 107 et seq. 

Refund suit may not be maintained unless en- 
tire tax deferred under §6166 is paid (US 
ClsCt), 27 

Reliance on advice of counsel is reasonable 
cause for late filing, penalties struck down 
(US TC), 27 

Sale of closely-held business by trust pursuant 
to direction in will terminates §6166 election 
(PLR), 28 

Section 6166, 107 

TAM 9214010 

—Applicable law and analysis, 109 

—Factual background, 107 

—Issues, 108 

—‘‘Passive assets,” 113 et seq. 

—“Royalty interest,” 109 et seq. 


EXTENSION OF TIME TO MAKE ELEC- 
TIONS 

Automatic 12-month extension for estate tax 
elections, guidance under Regs. §301.9100 is- 
sued (RP), 28 

General rule of final Regs. §301.9100-1(b), 
IRS is allowing additional time to make 
QTIP elections even if transitional rule does 
not apply (TAM), 66 

Special transitional rule on defective QTIP 
elections deleted by amended Regs. 
§301.9100-1 (TD), 158 

Standards used by IRS for determining wheth- 
er to grant extension of time to make certain 
elections pursuant to Regs. §301.9100-1 lib- 
eralized (RP), 41 


F 


FARMS AND FARMING 

See also SPECIAL USE REAL PROPERTY 
VALUATION ELECTION, §2032A 

Family farming corporation, grantor who creat- 
ed trust but retained beneficial interest did 
not complete gift, later gifts of beneficial in- 
terest were taxable gifts (CA 8), 30 

Postmortem farm estate planning, use of dis- 
claimers, 153 et seq. 


FEDERAL ESTATE TAX 
See ESTATE TAX 


FEDERAL GIFT TAX 
See GIFT TAX 


FEES AND COSTS 
See ADMINISTRATIVE EXPENSES 


FIDUCIARIES 
See EXECUTORS; TRUSTEES 


FILING OF RETURNS 

“Mailbox rule,” IRS non-acquiesces in Tax 
Court decision allowing testimony of postmis- 
tress as evidence executor mailed estate tax 
return (AOD), 28 





Natural guardians’ failure to file and pay in- 
come tax of child actress result in penalties 
payable by the child (US TC), 163 

Reasonable cause for failing to file return and 
pay estate tax after date income tax return 
was filed not found, penalties assessed from 
8/17/87 (DC Minn), 163 

Reliance on advice of counsel regarding exten- 
sion of time for payment of estate tax is rea- 
sonable cause for late filing, penalties struck 
down (US TC), 27 


FINANCIAL PLANNING 
See ESTATE PLANNING 


FOREIGN TAXATION 
Heritage property in Great Britain, see CHAR- 
ITABLE CONTRIBUTIONS 


FORMULA CLAUSES 


See MARITAL DEDUCTION (ESTATE 
TAX) 


FOUNDATIONS, PRIVATE 
See PRIVATE FOUNDATIONS 


G 


GAIN OR LOSS RECOGNITION 
See RECOGNITION OF GAIN OR LOSS 


GENERATION-SKIPPING TRANSFER TAX 

Estate planning considerations, 39 

Grantor appoints himself as successor trustee or 
irrevocable trust in favor of grandchildren, 
significance of §§2036, 2038 and GST tax 
effective date rules considered (PLR), 131 

Irrevocable marital deduction power of appoint- 
ment trust, amendment to trust by partially 
releasing appointment power is not construc- 
tive addition to trust (PLR), 32 

Irrevocable self-settled trust governed under 
New York law, federal transfer tax conse- 
quences, 186 

Predeceased child exception to GST applies de- 
spite grandchild’s adoption by new wife of 
deceased daughter’s husband (PLR), 99 

Proposed construction and modification of trust 
as currently funded will not result in imposi- 
tion of GST tax (PLR), 64 

Proposed regulations, 75 et seq. 

—Allocation of GST exemption, 76 

—Allocations after transferor’s death, 78 

—Anti-abuse rule, 85 

—Applicable fraction, redetermination of, 81 

—Appropriate interest, valuation, 80 

—‘Assignments,” 81 

—Automatic allocation of GST exemption, 86 

—Charitable lead annuity trusts, 80 

—Definitions, 75 

—“Direct skip,” 75 

—Direct skips, finality of inclusion ratio, 81 

—Effective dates, 75 

—Estate tax inclusion period (ETIP), 77 

—“Executor,” 82 

—lInclusion ratio, 79 

—‘Interest in trusts,” 76 

—Lifetime allocations, 76 

—Lifetime transfers, valuation, 79 

—Multiple skips, taxation of, 83 

—Non-general powers of appointment, exercise 
of, 82 

—Non-resident alien transfers, 75 

—Nonr-resident aliens, application of Chapter 
13 to transfers by, 84 

—Non-U.S.-situate property transfers, 85 

—Pecuniary payments, valuation, 79 

—‘Powers of withdrawal,” 82 

—OQTIP trusts, special rule, 82 

—Residual transfers after payment of pecuni- 
ary amount, valuation, 80 

—Separate trust treatment, 83 

—Special reverse QTIP election, 82 

—‘“Taxable distribution,” 76 

—“Taxable termination,” 75 

—“Transferor,” 81 





GIF 
6 


TAX MANAGEMENT 





GENERATION-SKIPPING TRANSFER 
TAX—Contd. 

Proposed regulations—Contd. 

—Transfers at death, valuation, 79 

—Treaties, 86 

—‘Trust,” 82 

—US.-situate property transfers, 84 

—Valuation, 79 

Release of general power to appoint himself as 
successor trustee caused trust not to be in- 
cluded in gross estate under §§2036 or 2038; 
distinction over includibility crucial for GST 
grandfathering (PLR), 195 

Reverse QTIP distribution to grandchild is tax- 
able termination, not direct skip so step-up 
red under §2612(c)(2) does not apply (RR), 
32 


Separate trusts 

—Allocation of GST exemption, 47 

—Distinction, when important, 47 

— of single trust into separate trusts, 
4 

—Exempt and non-exempt trusts, 47 

—Multiple transferors, 48 

—Multiple trusts rule, 50 

—Pecuniary amounts, 48 

—PLR 9226014, 50 

—Proposed regulations, 47 

—Section 2654(b), 48 

—Substantially separate and independent 
shares, 48 

—Transfers to and from trust, 47 

Top marginal estate and gift tax rate and single 
generation-skipping transfer tax rate frozen 
by RRA 1993, 174 


GIFT TAX 

See also ANNUAL GIFT TAX EXCLU- 
SION; CHARITABLE GIFT TAX DE- 
DUCTION; ESTATE FREEZES; ESTATE 
TAX; GENERATION-SKIPPING 
TRANSFER TAX; GIFTS; GIFTS WITH- 
IN THREE YEARS OF DECEDENT’S 
DEATH, §2035; QUALIFIED TERMINA- 
BLE INTEREST PROPERTY (QTIP) 

Charitable remainder trust, retained right to 
change charitable beneficiaries does not dis- 
qualify CRT, gift incomplete for gift tax pur- 
poses (PLR), 9 

Pre-1932 trust, partially disclaimed remainder 
interests not subject to gift tax (US SupCt; 
rev grant), 162 

Top marginal estate and gift tax rate and single 
generation-skipping transfer tax rate frozen 
by RRA 1993, 174 


GIFT TAX MARITAL DEDUCTION 

See CHARITABLE REMAINDER TRUSTS; 
QUALIFIED TERMINABLE INTEREST 
PROPERTY (QTIP) 


GIFTS 

See also CHARITABLE CONTRIBUTIONS; 
GIFT TAX; INTEREST-FREE LOANS; 
INTRA-FAMILY SALES; REVOCABLE 
TRANSFERS, §2038; VALUATION 

Death benefits, value of benefit payable to sur- 
viving spouse not gift (RR), 30 

Estate planning considerations, 37 et seq. 

Estate-reducing gifts made under power of at- 
torney are closely examined by IRS, express 
al authorizing gifts should be included, 

Family farming corporation, grantor who creat- 
ed trust but retained beneficial interest did 
not complete gift, later gifts of beneficial in- 
terest were taxable gifts (CA 8), 30 

Houses conveyed by decedent to relatives six 
months before death are gifts, not compensa- 
tion (CA 7), 29 

Partnership interests given without retained in- 
terests and partners don’t include any 
§2701(e)(2) applicable family members, 
§2701 not applicable (PLR), 36 





Power of attorney, gifts made during decedent’s 
lifetime, pursuant to power of attorney not 
expressly authorizing making of gifts, not 
completed (TAM), 30 

Preferred stock, gift of preferred stock exempt 
from §2701 when grantor retains stock of 
same class as gift (PLR), 35 

Retained interests, gift of partial interest in res- 
idence is excludable from estate (US TCM), 
19 


GIFTS WITHIN THREE YEARS OF DECE- 
DENT’S DEATH, §2035 

Acquisition of favorable premium rate did not 
constitute transfer of any incidents of owner- 
ship in life insurance policies (TAM), 157 

Court-appointed guardian with court approval 
continued incompetent decedent’s pattern of 
gift-giving, gifts not included in estate 
(TAM), 100 

Estate-reducing gifts made under power of at- 
torney are closely examined by IRS, express 
power authorizing gifts should be included, 
103 

Gifts by corporate trustee of revocable trust 
made at decedent’s direction are includible in 
estate (TAM), 100 

“Relation-back” theory applies to non-charita- 
ble year-end gifts by check, gift deposited on 
12/31/85 which cleared on 1/2/86 qualifies 
for annual exclusion (US TC), 102 

Revocable trusts, gifts from trust should be 
avoided or IRS will be able successfully to 
contend that they will be included in grant- 
or’s estate (US TCM), 157 

Simplification proposal, see LEGISLATION, 
FEDERAL, HR 11 

Taxes on split gift will not be included in gross 
estate of spouse who didn’t actually pay tax 
(PLR), 19 


GRANTOR RETAINED ANNUITY TRUSTS 
(GRATs) 

See also ESTATE FREEZES 

Estate planning considerations, 38 

Irrevocable trusts created by S corporation 
shareholders to hold S corporation stock are 
qualified under §2702 despite fact grantors 
were to receive greater of annuity or income 
(PLR), 35 

Reformation of trust formed before issuance of 
either proposed or final §2702 regulations not 
required where trust instrument substantially 
complied with §2702 requirements (TAM), 
41 


S corporation shareholder created GRATs with 
contingent reversionary interests worth more 
than 5 percent of trust are eligible S corpora- 
tion shareholders (PLR), 13 

Trust instrument that substantially complies 
with §2072 requirements, but not final regu- 
lations, is still valid (TAM), 34 

Zero-out attempts for GRATs should be avoid- 
ed, IRS warns while explaining tax conse- 
quences of two-year GRAT (PLR), 43 

Zero-tax GRAT, possibility of denied but no 
tax on distributions of principal to creator of 
trust in satisfaction of annuity (PLR), 34 


GRANTOR RETAINED INCOME TRUSTS 
(GRITs) 

Estate planning, creation of personal residence 
GRIT, 38 

Valuation of closely-held business’ stock, actua- 
rial tables under §25.2512-5(f) do not apply 
when return on investment was clearly less 
than table’s assumed rate (CA 8), 31 


GRANTOR RETAINED INTEREST TRUSTS 
See GRANTOR TRUSTS 


GRANTOR RETAINED UNITRUSTS 
(GRUTs) 


Estate planning considerations, 38 





GRANTOR TRUSTS 

See also POWERS OF APPOINTMENT; RE- 
VOCABLE TRANSFERS, §2038 

Appreciated property used to make lump-sum 
payment to grantor from trustees of irrevoca- 
ble trust is not taxable event (PLR), 10 

Bank deposit interest from U.S. accounts held 
in U.S. trusts established by non-resident 
alien grantors (is) exempt from withholding 
tax (PLR), 10 

Estate planning considerations, 38 

Income for benefit of grantor maintains grantor 
trust ownership through breaks in right to 
revoke during emergency periods (PLR), 9 

Irrevocable self-settled trust governed under 
New York law 

—Ascertainable standard, use of, 189 

—Creditor’s rights under state law, 186 

—Discretionary trusts, 188 

—Federal transfer tax consequences, 179 et 
seq. 

—Lapsing withdrawal powers impact, 188 

Non-fiduciary right to reacquire trust assets is 
power over trust income and principal but 
does not result in estate tax liability under 
§2038 (PLR), 9 

Principal of trust used to pay premium on life 
insurance policy, trust not grantor trust under 
§677 which would disqualify it as charitable 
remainder trust (PLR), 8 

Qualified Subchapter S trusts, see QUALI- 
FIED SUBCHAPTER S TRUSTS 

Successor trustee, grantor appoints himself as 
successor trustee of irrevocable trust in favor 
of grandchildren, significance of §§2036, 
2038 and generation-skipping transfer tax ef- 
fective date rules considered (PLR), 131 


GRATs 
See GRANTOR RETAINED ANNUITY 
TRUSTS (GRATs) 


GRITs 
See GRANTOR RETAINED INCOME 
TRUSTS (GRITs) 


GROSS ESTATE 

See also ESTATE TAX; ESTATES; POW- 
ERS OF APPOINTMENT 

Court-appointed guardian with court approval 
continued incompetent decedent’s pattern of 
gift-giving, gifts made within three years of 
death not included in estate (TAM), 100 

Expiration of limitation period for assessment 
of gift tax under §6501(a) does not preclude 
IRS from adding gifts back in for estate tax 
purposes (CA 4), 100 

Farm property, see SPECIAL USE REAL 
PROPERTY VALUATION ELECTION, 
§2032A 

Generation-skipping transfer tax, proposed 
regs., 76 et seq. 

Gifts within three years of death, see GIFTS 
WITHIN THREE YEARS OF DECE- 
DENT’S DEATH, §2035 

Life insurance, see LIFE INSURANCE 

Marijuana illegally held by decedent valued in 
estate at street price, no deduction for loss 
upon forfeiture allowed (TAM), 18 

Personal residence sold to son is includible in 
decedent’s estate where she continued to oc- 
cupy the house and there was implied agree- 
ment that son would never have to pay princi- 
pal (CA 2), 197 

Retained interests, see RETAINED INTER- 
ESTS 


Retained life estates, see RETAINED LIFE 
ESTATES, §2036 

Revocable transfers, see REVOCABLE 
TRANSFERS, §2038 

Stolen art objects, value includible in decedent’s 
gross estate since decedent had beneficial en- 
joyment for more than 35 years (TAM), 18 

Valuation, see VALUATION 
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GROSS INCOME 


See EXCLUSIONS FROM GROSS IN- 
COME 


GROUP-TERM LIFE INSURANCE 

Purchase from controlled subsidiary does not 
affect employees’ exclusion of value of first 
$50,000 of coverage, premiums deductible by 
parent (RR), 3 


GRUTs 


See GRANTOR RETAINED UNITRUSTS 
(GRUTs) 


GUARANTEES 
Loan guarantees, see LOANS 


H 


HOMES 
See PRINCIPAL RESIDENCE 


HOMESTEAD RIGHTS 

Estate tax lien apportioned to estate’s assets 
based on property value on date of foreclo- 
sure sale, not date of lien (CA 5), 14 


I 


ILLEGAL DRUGS 

Marijuana illegally held by decedent valued in 
estate at street price, no deduction for loss 
upon forfeiture allowed (TAM), 18 


IMPUTED INTEREST 
See INTEREST-FREE LOANS 


INCIDENTS OF OWNERSHIP 
See LIFE INSURANCE; LIFE INSUR- 
ANCE TRUSTS 


INCOME IN RESPECT OF DECEDENT 

IRAs, lump-sum distribution to non-spouse ben- 
eficiary, amount less non-deductibie contribu- 
tions is income in respect of decedent (RR), 


Real estate sale proceeds not IRD unless all 
substantive conditions were met on date of 
death (US TCM), 10 

S corporation shareholders, proposal to treat 
IRD in S corporation as IRD in hands of 
deceased stockholder’s estate, see LEGISLA- 
TION, FEDERAL, HR 11 

Self-cancelling installment notes, termination at 
obligee’s death held disposition, gain not IRD 
(US TC), 6 


INCOME TAX 

See also BENEFICIARIES; DISTRIBUTA- 
BLE NET INCOME (DNI); DISTRIBU- 
TIONS, ESTATES AND TRUSTS; ES- 
TATES; INCOME IN RESPECT OF DE- 
CEDENT 

Natural guardians’ failure to file and pay in- 
come tax of child actress results in penalties 
payable by the child (US TC), 163 

Reasonable cause for failing to file return and 
pay estate tax after date income tax return 
was filed not found, penalties assessed from 
8/17/87 (DC Minn), 163 

Resident alien defined for tax purposes in final 
§7701 regs., 14 

RRA 1993 impact on rates, 171 


INDEBTEDNESS 


See CANCELLATION OF INDEBTED- 
NESS 


INDIVIDUAL RETIREMENT ARRANGE- 
MENTS (IRAs) 

Estate tax exemption available only if decedent 
qualifies for exemption under grandfather 
provisions of TRA 1984 (RR), 20 

Lump-sum distribution to non-spouse benefi- 
ciary, amount less non-deductible contribu- 
am is income in respect of decedent (RR), 





Post-mortem qualified domestic trust created to 
receive IRA distributions qualifies for mari- 
tal deduction (PLR), 25 

Qualified Subchapter S trusts, IRAs can never 
be eligible S corporation shareholder because 
beneficiary taxed on income when distributed 
not when earned (RR), 12 

Rollover of IRA received by widow through re- 
vocable marital trust within 60 days of distri- 
bution from decedeni’s IRA allowed (PLR), 
6 


Surviving spouse will have QTIP interest in 
qualified domestic trust and IRA; IRA distri- 
butions may be paid out over spouse’s life 
expectancy but no rollover treatment allowed 
(PLR), 157 


INSTALLMENT OBLIGATIONS 

Private annuity sale not installment sale, pay- 
ments in excess of principal amount not de- 
ductible as interest (US ClsCt), 4 

Self-amortizing automobile installment sales 
contracts, assignment to investors consistent 
with investment trust regulations (RR), 14 

Self-cancelling installment notes (SCINs) 

—Background as estate planning tool, 123 

—Frane Estate v. Comr., 123; 160 

——Dissent, 125 

——DMajority opinion, 124 

——Results, 125 

Termination of self-cancelling notes at obligee’s 
death held disposition, gain not IRD (US 
FE), 6 


INSTALLMENT PAYMENT OF ESTATE 
TAX 

See EXTENSION OF TIME FOR PAY- 
MENT OF ESTATE TAX 


INSURANCE 
See LIFE INSURANCE; LIFE INSUR- 
ANCE TRUSTS 


INTER VIVOS TRUSTS 

See CHARITABLE REMAINDER TRUSTS; 
GRANTOR TRUSTS; REVOCABLE 
INTER VIVOS TRUSTS 


INTEREST 

See also APPLICABLE FEDERAL RATES 
(AFR); INTEREST-FREE LOANS 

Deduction for interest paid 

—Imputed interest on pre-§7872 interest-free 
loan not deductible (CA FC), 4 

—Private annuities, interest deduction not al- 
lowed for any portion of payments under pri- 
vate annuity contract (US ClsCt), 4 

Deferred federal estate tax interest need not 
reduce marital and charitable deduction; IRS 
revokes and modifies prior rulings (RR), 162 

Foreign grantor of U.S. revocable trusts not 
taxed on bank deposit interest (PLR), 10 

Interest expenses deducted on estate’s fiduciary 
income tax return do not reduce marital de- 
duction, administrative expenses do (CA 6), 
24 


INTEREST-FREE LOANS 

Deduction of imputed interest on interest-free 
loans evidenced by promissory notes requires 
payment or accrual of interest to be deduct- 
ible (CA FC), 4 

Gift/borrow-back circular arrangement be- 
tween decedent and children, no intent to 
complete, gifts incomplete (US TCM), 30 


INTRA-FAMILY SALES 

See also ESTATE FREEZES; JOINTLY- 
OWNED PROPERTY 

Installment sale of family flower bulb distribu- 
tion business to children yields taxable gift 
where applicable federal rate under §7872 
not charged (US TC), 30 

Nephews are family members for purposes of 
§2703, 35 





INVESTMENT TRUSTS 

Self-amortizing automobile installment sales 
contracts, assignment to investors consistent 
with investment trust regulations (RR), 14 


IRAs 
See INDIVIDUAL RETIREMENT AR- 
RANGEMENTS (IRAS) 


IRD 


See INCOME IN RESPECT OF DECE- 
DENT 


IRREVOCABLE INTER VIVOS TRUSTS 
See CHARITABLE REMAINDER TRUSTS; 
REVOCABLE INTER VIVOS TRUSTS 


ITEMIZED DEDUCTIONS 

Investment adviser expenses of trust subject to 
2 percent AGI floor (US TC), 3 

Investment advisory fees trust incurred are not 
subject to §67 2 percent floor because they 
are administrative costs (CA 6), 163 


J 


JOINT AND SURVIVOR ANNUITIES 

Survivors annuities received under employment- 
related plans are deductible terminable inter- 
ests even without QTIP election (PLR), 25 


JOINTLY-OWNED PROPERTY 

See also COMMUNITY PROPERTY; IN- 
TRA-FAMILY SALES; TENANCY BY 
THE ENTIRETY 

Automatic 50 percent inclusionary rule does not 
apply to foreign nationals, tenancy by entire- 
ty not completed gift, entire value included in 
estate (PLR), 21 

Contribution test applies to jointly-owned prop- 
erty purchased before 1977 by decedent dy- 
ing after 1981 (CA 6), 20 

Disclaimers, joint brokerage account, disclaim- 
er qualified where survivor did not direct 
transfer of assets to separate account or their 
sale (PLR), 31 

Qualified domestic trusts (QDOTs), proposed 
regulations, 127 


L 


LEASEBACKS 
See SALES AND LEASEBACKS 


LEGISLATION, FEDERAL 
Ed. Note: Includes only bills with assigned 
numbers; for other bills, see specific heads. 

HR 

—11, Revenue Act of 1992 (vetoed 11/92) 

——FEstate tax rate, deferral of reduction of top 
rate, 15 

——Gifts within three years of death, simplifi- 
cation of §2035, 18 

——Howard rule would be retroactively repeal- 
ed and qualified domestic trust transitional 
rule would have changed, 23 

——Qualified terminable interest property and 
qualified domestic trusts, proposed amend- 
ments, 23 

——Recovery rules of §§2207A and 2207B 
clarified, additional reporting require- 
ments for charitable remainder trusts, 27 

— —S corporations, income in respect to dece- 
dent, corporate veil pierced, 10 

— —S corporations, one class of stock rule clari- 
fied, 12 

——Section 644 and multiple trust rule of 
§643(f), repeal proposed, 6 

——Special use real property election, cash 
rental rule eased, 15-year recapture rule 
repealed, 16 

——-Special valuation rules, technical correc- 
tions, 32 

——Throwback rule for domestic accumulation 
trusts, repeal proposed, 9 
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LIENS 
See TAX LIENS 


LIFE ESTATES 

See MARITAL DEDUCTION TRUSTS; 
QUALIFIED TERMINABLE INTEREST 
PROPERTY (QTIP); RETAINED LIFE 
ESTATES, §2036 


LIFE INSURANCE 

See also ANNUITIES 

Acquisition of favorable premium rate did not 
constitute transfer of any incidents of owner- 
ship in life insurance policies (TAM), 157 

Buy-sell agreements, policy loans may be used 
to pay premiums, amendments to pre-1990 
agreement to modify life insurance provisions 
do not surrender §2703 grandfather protec- 
tion (PLR), 35 

Charity lacking insurable interest given life in- 
surance policy, deductibility (PLR), 5 

Conversion of corporate buy/sell arrangement 
to “cross-purchase” agreement, IRS ruling 
provides possible blueprint (PLR), 133 

Group-term life insurance, see GROUP-TERM 
LIFE INSURANCE 

Incidents of ownership, stockholder’s right to 
buy life insurance policy held by corporation 
is not an incident of ownership over policy 
(PLR), 22 

Non-recognition exchanges of insurance poli- 
cies, see EXCHANGES OF INSURANCE 
POLICIES, §1035 

Proceeds paid to insured’s partner are excluda- 
ble from gross income even when policy held 
as community property (PLR), 4 

Split-dollar life insurance plans, “one class of 
stock” requirement for S corporations may be 
violated (PLR), 131 


LIFE INSURANCE TRUSTS 

Proceeds paid to insurance trust that is partner 
of insured are not subject to tax, safe harbor 
exception of §101(a)(2)(B) applies (PLR), 4 


LIQUIDATIONS, CORPORATE 

Net liquidation value of C corporation for es- 
tate tax purposes, no discount for capital 
gains taxes despite repeal of General Utilities 
doctrine (TAM), 16 


LOANS 

See also INTEREST-FREE LOANS 

Estate tax deduction disallowed for debts owed 
to decedent’s children when promissory notes 
were unsupported by consideration (US 
TCM), 23 

Guaranteed loan obligations reduce amount of 
estate tax marital deduction by face amount 
of guarantee, Congress considering legislative 
solution (PLR), 134 

Valuation, insolvent nephew’s note valued in 
uncle’s estate without regard to will’s release 
of debt or bequests that would have made 
nephew solvent (TAM), 16 


LOSSES 
See CAPITAL GAINS AND LOSSES 


M 


MARITAL DEDUCTION (ESTATE TAX) 

See also BEQUESTS; CHARITABLE RE- 
MAINDER TRUSTS; QUALIFIED DO- 
MESTIC TRUSTS (QDOTs); QUALIFIED 
TERMINABLE INTEREST PROPERTY 
(QTIP) 

Formula clause, right of executor to “‘pick-and- 
choose” in fractional-share marital deduction 
formula clause sustained (PLR), 26 

Guaranteed loan obligations reduce amount of 
estate tax marital deduction by face amount 
of guarantee, Congress considering legislative 
solution (PLR), 134 

Interest expenses deducted on estate’s fiduciary 
income tax return do not reduce marital de- 





duction, administrative expenses do (CA 6), 
24 


Interest on federal estate tax need not reduce 
marital and charitable deduction; IRS re- 
vokes and modifies prior rulings (RR), 162 

Survivors annuities received under employment- 
related plans are deductible terminable inter- 
ests even without QTIP election (PLR), 25 


MARITAL DEDUCTION (GIFT TAX) 

See CHARITABLE REMAINDER TRUSTS; 
QUALIFIED TERMINABLE INTEREST 
PROPERTY (QTIP) 


MARITAL DEDUCTION TRUSTS 

See also POWER OF APPOINTMENT 
MARITAL DEDUCTION TRUSTS; 
QUALIFIED DOMESTIC TRUSTS 
(QDOTs); QUALIFIED TERMINABLE 
INTEREST PROPERTY (QTIP) 

Fair market value of stock may be used when 
funding marital deduction trust where special 
use value was used to determine estate taxes 
(DC NM), 65 

Residuary marital deduction trust reduction to 
provide funding for annuity trust for dece- 
dent’s mother computed by IRS (PLR), 132 

Valuation of closely-held corporation stock, par- 
tial interest discount allowed despite control 
of whole property by marital trust and revo- 
cable trust for same family (US TCM), 16 


MINORITY DISCOUNT 

Valuation of marketability and minority dis- 
counts, estate’s use of earlier Tax Court deci- 
sions in valuation of closely-held rejected real 
estate company rejected in favor of IRS ap- 
proach looking at comparable publicly-traded 
REITs (CA 8), 15 


MINORS 

Disclaimer executed by 17-year-old 15 months 
after death of decedent was timely because 
child was under 2 (PLR), 31 

Natural guardians’ failure to file and pay in- 
come tax of child actress results in penalties 
payable by the child (US TC), 163 


N 


NET GIFTS 
See GIFT TAX; GIFTS 


NON-RECOGNITION TRANSACTIONS 

Exchanges of insurance policies, see EX- 
CHANGES OF INSURANCE POLICIES, 
§1035 


NON-RESIDENT ALIENS 

See also RESIDENT ALIENS 

Bank deposit interest from U.S. accounts held 
in U.S. grantor trusts exempt from withhold- 
ing tax (PLR), 10 

Generation-skipping transfer tax, proposed 
regs., 84 


O 


OBRA 1993 


See REVENUE RECONCILIATION ACT 
OF 1993 


OIL AND GAS 

Alternate valuation date, §2032, value of ex- 
tracted oil and gas to be determined as they 
existed at the date of death (CA 10), 16 

Basis of surviving spouse’s share of community 
property interest in working interests and 
royalty interests for computing cost depletion 
includes step-up in basis at time of spouse’s 
death (RR), 6 


OMNIBUS BUDGET RECONCILIATION 
ACT OF 1993 

See REVENUE RECONCILIATION ACT 
OF 1993 





ONE CLASS OF STOCK REQUIREMENT 
See S CORPORATIONS 


P 


PARTNERSHIP INTEREST SALES OR EX- 
CHANGES 

Buy-sell agreements 

—Conversion of corporate buy/sell arrange- 
ment to “cross-purchase” agreement, IRS 
ruling provides possible blueprint (PLR), 133 

—Managing partnership interests sold to chil- 
dren under pre-1990 buy-sell agreement re 
not controlled by §2701 (PLR), 36 

—Policy loans may be used to pay premiums, 
amendments to pre-1990 agreement to modi- 
fy life insurance provisions do not surrender 
§2703 grandfather protection (PLR), 35 

—Updating values and tying interest rate on 
deferred payments to AFR, amendment to 
pre-1990 agreement does not destroy 
grandfathering of §2703 (PLR), 36 

Gift of partnership interests without retained 
interests and partners don’t include any 
§2701(e)(2) applicable family members, 
§2701 not applicable (PLR), 36 


PARTNERSHIPS 

See also ESTATE FREEZES 

Life insurance proceeds paid to insured’s part- 
ner are excludable from gross income even 
when policy held as community property 
(PLR), 4 

Payments to deceased or retired partner, RRA 
1993 changes, 177 

Proceeds paid to life insurance trust that is part- 
ner of insured are not subject to tax, safe 
harbor exception of §101(a)(2)(B) applies 
(PLR), 4 

Restriction on §736(b) payments, 177 

Unrealized receivables, ordinary income treat- 
ment of payments to deceased partner’s es- 
tate limited by RRA 1993, 178 


PASSIVE LOSSES 

Estate and trust taxation 

—Application of §469 rules, 57 et seq. 

—Causes of passive activity losses, 58 

—Computation of losses, 60 

—Distribution to beneficiaries, transfers of sus- 
pended passive loss activities, 62 

—Gift to trust, transfers of passive loss activi- 
ties, 60 

—Sale, transfers of suspended passive loss ac- 
tivities, 61 

—Succession at death, transfers of passive loss 
activities, 61 


PECUNIARY BEQUESTS 
See BEQUESTS; MARITAL DEDUCTION 
(ESTATE TAX) 


PENALTIES 

Natural guardians’ failure to file and pay in- 
come tax of child actress results in penalties 
payable by the child (US TC), 163 

Premature distributions from annuity contracts, 
exception to 10 percent penalty for immedi- 
ate annuity contracts not applicable to distri- 
bution made within one year of non-recogni- 
tion exchange of insurance policies (RR), 11 

Reasonable cause for failing to file return and 
pay estate tax after date income tax return 
was filed not found, penalties assessed from 
8/17/87 (DC Minn), 163 


PENSIONS 
Joint and survivor annuities, see JOINT AND 
SURVIVOR ANNUITIES 


PERSONAL PROPERTY 

Krugerrands are not tangible personal property 
for purposes of charitable income tax deduc- 
tion for gift to charitable remainder unitrust 


(PLR), 5 
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PERSONAL REPRESENTATIVES 
See EXECUTORS 


PERSONAL RESIDENCE 
See PRINCIPAL RESIDENCE 


PLANNING 
See ESTATE PLANNING 


POOLED INCOME FUNDS 

Depreciable or depletable property, IRS eases 
rules on deductibility of gifts made after 
2/15/91 (RR), 7 


POWER OF APPOINTMENT MARITAL 
DEDUCTION TRUSTS 

Irrevocable marital deduction power of appoint- 
ment trust, amendment to trust by partially 
releasing appointment power is not construc- 
tive addition to trust (PLR), 32 

Son’s powers over stock in trust overriding sur- 
viving spouse’s power to compel conversion of 
unproductive assets to be included in frac- 
tional shares sustained (PLR), 26 


POWER OF ATTORNEY 

Estate-reducing gifts made under power of at- 
torney are closely examined by IRS, express 
power authorizing gifts should be included, 
103 

Gifts made during decedent's lifetime, pursuant 
to power of attorney not expressly authoriz- 
ing making of gifts, not completed (TAM), 
30 


Implied right to make gifts not included under 
power of attorney, gifts are revocable trans- 
fers includible in gross estate (CA 4), 18 


POWERS OF APPOINTMENT 

See also GRANTOR TRUSTS; MARITAL 
DEDUCTION TRUSTS; POWER OF AP- 
POINTMENT MARITAL DEDUCTION 
TRUSTS 

Ascertainable standard limitation, right to in- 
vade revocable trust for ‘“‘care” is limited 
power of appointment (PLR), 22 

Ascertainable standard limitation, right to in- 
vade revocable trust left to surviving spouse 
for “comfort” is limited power of appoint- 
ment (PLR), 21 

“Continued comfort,” power to invade trust for 
continued comfort of decedent is not general 
power of appointment so amount not included 
in gross estate (CA 10), 102 

Distribution under power of appointment is not 
bequest of specific sum, distributable net in- 
come distributed taxable (PLR), 7 

Portion of trust placed in trust by another over 
which individual may exercise general power 
of appointment is includible in individual’s 
estate (US TC), 195 

Reciprocal trust doctrine applies to powers of 
appointment held by co-trustees of two resid- 
uary trusts (PLR), 21 

Release of general power to appoint himself as 
successor trustee caused trust not to be in- 
cluded in gross estate under §§2036 or 2038; 
distinction over includibility crucial for GST 
grandfathering (PLR), 195 

Retroactive effect allowed for reformation of 
will converting general power of appointment 
to limited power for transfer tax purposes 
(PLR), 68 

Trustee removal and replacement power, if lim- 
ited in manner proposed in “construction and 
modification” of trust instrument is accept- 
able (PLR), 64 


PREFERRED STOCK 
See also ESTATE FREEZES 
Valuation issues under Chapter 14, 146 et seq. 





PRINCIPAL RESIDENCE 

Gift of partial interest in residence is excluda- 
ble from estate (US TCM), 1 

Personal residence sold to son is includible in 
decedent’s estate where she continued to oc- 
cupy the house and there was implied agree- 
ment that son would never have to pay princi- 
pal (CA 2), 197 

Qualified personal residence trust (QPRT), 
IRS approves creation for holding shares in 
cooperative apartment used as principal resi- 
dence (PLR), 36 

Sale-leaseback arrangement between decedent 
and family members providing for cancella- 
tion of mortgage on decedent’s death results 
in inclusion of full value of house in estate 
under §2036 (US TC), 19 


PRIVATE ANNUITIES 

See also ANNUITIES 

Interest deduction not allowed for any portion 
of payments under private annuity contract 
(US ClsCt), 4 

Stock sold to two foreign trusts in exchange for 
private annuities, gain deferred (US TCM), 
ll 


PRIVATE FOUNDATIONS 

Disclaimed property passing to private founda- 
tion controlled by disclaimant results in quali- 
fied disclaimer where separate fund created 
(PLR), 1 

Rule 144 stock not entitled to fair market value 
deduction when donated to private founda- 
tion (PLR), 134 


PRODUCTION OF INCOME EXPENSES 
Legal and guardian ad litem fees incurred in 


management of trust property are deductible 
(PLR), 5 


PROMISSORY NOTES 
See INSTALLMENT OBLIGATIONS 


PROPERTY IN WHICH DECEDENT HAD 
AN INTEREST, §2033 
See GROSS ESTATE 


PUBLICATIONS 

“Advice on Representing Both Husband and 
Wife,” Trusts & Estates, 199 

“And the Two Shall Become as One...Until the 
Lawyers are Done,’ Notre Dame Journal 
Law, Ethics, & Public Policy, 199 

“Annual Review of Community Property Law,” 
Idaho Law Review, 72 

“Building a Successful Practice at a Small 
Firm,” Trusts & Estates, 199 

“Comments and Recommendations on the Law- 
yer’s Duties in Representing Husband and 
Wife,” ABA Section of Real Property, Pro- 
bate & Trust Law, 199 

“Common Sense and the Gift Tax Annual Ex- 
clusion,” Nebraska Law Review, 198 

“Contracting for Cohabitation: Adapting the 
California Statutory Marital Contract to Life 
Partnership Agreements Between Lesbian, 
Gay or Unmarried Heterosexual Couples,” 
Golden Gate University Law Review, 200 

“Determining Estate Tax Value of Mineral In- 
terest Under the Section 2032 Alternate Val- 
uation Date: Estate of Holl v. Commission- 
er,” The Tax Lawyer, 165 

“Development Regarding the Professional Re- 
sponsibility of the Estate Planning Lawyer: 
The Effect of the Model Rules of Profession- 
al Conduct,” Real Property, Probate & Trust 
Journal, 199 

“Dividing a Family Business May Prevent Es- 
tate Tax Deferral,” Taxation for Account- 
ants, 165 

“Durable Powers of Attorney for Healthcare,” 
The Practical Lawyer, 198 

“Estate and Income Tax Implications of IRD,” 
TAXES, 71 





“Estate of Love and Section 2053(a)(2): Why 
State Law Should Control the Determination 
of Deductible Administration Expenses,” 135 

“Family as a Client-Conflict or Community,” 
Res Gestae, 199 

“Family Limited Partnerships: Transfer Tax 
Benefits,” Probate & Property, 166 

“Family Unit as Client: A Means to Address 
the Ethical Dilemmas Confronting Elder 
Law Attorneys,” Georgetown Journal of Le- 
gal Ethics, 198 

“Genetic Information and Property Theory,” 
Northwestern University Law Review, 199 

“Getting Your Clients to Think About Health- 
care Directives,” The Practical Lawyer, 198 

“Gifts to Minors Can Reduce Estate, but Re- 
quire Choices,” Taxation for Accountants, 71 

“GST Tax: Basic Planning Techniques,” Pro- 
bate & Property, 166 

“How Family Limited Partnerships Can Pro- 
tect Assets,” Estate Planning, 71 

“Inheritance Rights of Cryogenically Preserved 
‘Preembryos‘: An Analysis of Davis v, Da- 
vis,” B.Y.U. Journal of Public Law, 199 

“IRS Blueprint for GRATs,” Probate & Prop- 
erty, 135 

“Lender and Fiduciary Liability Under the 
EPA’s Final Rule,” Probate & Property, 166 

“Non-Traditional Family Values: Providing 
Quasi-Marital Rights to Same Sex Couples,” 
Boston College Third World Law Journal, 

199 

“Part Gift-Part Sale: An Income Tax Analysis 
with Policy Considerations,” Tax Law Re- 
view, 166 

“Planning for the New Traditional Family,” 
Probate & Property, 1 

“Powers of Invasion Can Increase Credit for 
Tax on Prior Transfers,” Probate & Proper- 
ty, 198 

“Pre-Mortem Probate,” 
165 

“Professional Responsibility: Reforms are 
Needed to Accommodate Estate Planning 
and Family Counseling,” Miami Institute Es- 
tate Planning, 199 

“Rev. Rul. 79-353 Unrestricted Rights to Sub- 
stitute Trustees,” Probate & Property, 71 

“Ruling on Qualified Sub S Trusts Raises Po- 
tential Phantom Gain and Installment Prob- 
lems,” Journal of Taxation, 135 

“Skipping Generations with Irrevocable Life 
Insurance Trusts,” Trusts & Estates, 104 

“Standards for Selecting Long Term Health 
Care Insurance,” Trusts & Estates, 104 

“Symposium on the Uniform Probate Code: Re- 
flections on Recent Revisions,” Albany Law 
Review, 71 

“Tales of Two Cities: AIDS and the Legal Rec- 
ognition of Domestic Partnerships in San 
Francisco and New York,” Law & Sexuality, 
199 


Probate & Property, 


“Tax Consequences of the Departure of a Part- 
ner or an S Corporation Shareholder,” TAX- 
ES, 104 

“Timing of Transfers: The Fallacy of Future 
Value Analysis,” Probate & Property, 71 

“Trust Investment Law in the Third Restate- 
ment,” Real Property, Probate & Trust Jour- 
nal, 135 

“Using Qualified Domestic Trusts to Secure 
Marital Deduction for Non-citizens,” Journal 
of Taxation, 135 

“Valuing Indirectly Held Real Estate Has Spe- 
cial Concerns,” Estate Planning, 165 

“Whose Genes are These Anyway?: Familial 
Conflicts Over Access to Genetic Informa- 
tion,” Michigan Law Review, 199 

“Will Substitutes Under the Revised Uniform 
Probate Code,” Brooklyn Law Review, 198 


Q 
QDOTs 
See QUALIFIED DOMESTIC TRUSTS 
(QDOTs) 
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QSSTs 
See QUALIFIED SUBCHAPTER S TRUSTS 


QTIP 


See QUALIFIED TERMINABLE INTER- 
EST PROPERTY (QTIP) 


QTIP TRUSTS 
See QUALIFIED TERMINABLE INTER- 
EST PROPERTY (QTIP) 


QUALIFIED DISCLAIMERS 
See DISCLAIMERS 


QUALIFIED DOMESTIC TRUSTS (QDOTs) 

Charitable remainder trusts, QDOT provisions 
affecting, 139 

—Grantor’s estate, 142 

—lIncome interest gift to charitable remainder- 
man, 144 

—Survivor/beneficiary’s estate, 143 

Joint property, “circularity problem,” 127 

—Final regulations, suggestions for, 129 

—Proposed §2056A regulations, 129 

Post-mortem QDOT created to receive IRA dis- 
tributions qualifies for marital deduction 
(PLR), 25 

Pre-RRA 1990 trusts, proposal to treat as valid 
ght see LEGISLATION, FEDERAL, 

11 

Surviving spouse will have QTIP interest in 
QDOT and IRA; IRA distributions may be 
paid out over spouse’s life expectancy but no 
rollover treatment allowed (PLR), 157 


QUALIFIED PERSONAL RESIDENCE 
TRUST 


Cooperative apartment, IRS approves creation 
of QPRT for holding shares in cooperative 
apartment used as principal residence (PLR), 
36 


QUALIFIED SUBCHAPTER S TRUSTS 
Beneficiary will recognize gain or loss on sale of 
S corporation stock, not the trust (RR), 41 
Charitable remainder trust (CRT) can never be 
~~ Subchapter S trust (QSST) (RR), 
ek 

Crummey demand power given to beneficiary 
created QSST (PLR), 13 

Grantor retained annuity trusts (GRATs) cre- 
ated by S corporation shareholders with con- 
tingent reversionary interests worth more 
than 5 percent of trust are eligible S corpora- 
tion shareholders (PLR), 13 

Grantor trusts and qualified Subchapter S 
trusts may be designed to qualify as S corpo- 
ration shareholders (PLR), 98 

Income beneficiary taxed on gain from sale of S 
corporation stock (RR), 12 

Individual retirement arrangements (IRAs) can 
never be eligible S corporation shareholder 
because beneficiary taxed on income when 
distributed not when earned (RR), 12 

Trust agreement authorizing trustee to accumu- 
late trust income in event trust does not hold 
any S corporation shares does not preclude 
QSST status (RR), 13 

Undistributed income at beneficiary’s death 
may be paid to estate or remainder benefi- 
ciary (RR), 13 


QUALIFIED TERMINABLE INTEREST 
PROPERTY (QTIP) 

See also MARITAL DEDUCTION (ESTATE 
TAX); MARITAL DEDUCTION TRUSTS 

Alternative distribution contingency in event of 
failure to make QTIP election does not dis- 
qualify deduction for portion of marital de- 
duction trust for which timely QTIP election 
was made (CA 5), 43; Solicitor General de- 
cides not to seek certiorari, 69 

Artwork 

—Gift of life estate to spouse qualifies as QTIP 
property, spouse’s estate entitled to charita- 





ble deduction for value of art passing to char- 
ity (PLR), 32 

—Life estate in qualifies for marital deduction 
where primary purpose was not safeguarding 
artwork and wife’s estate gets charitable de- 
duction (PLR), 65 

Estate tax recovery rules of §§2207A and 
2207B clarified, see LEGISLATION, FED- 
ERAL, HR 11 

Executor discretion to fund QTIP trusts out of 
residuary estate created non-deductible ter- 
minable interest not eligible for marital de- 
duction (US TC), 24 

General rule of final Regs. §301.9100-1(b), 
IRS is allowing additional time to make 
QTIP elections even if transitional rule does 
not apply (TAM), 66 

Generation-skipping transfer tax 

—Proposed regs., 82 

—Reverse QTIP distribution to grandchild is 
taxable termination, not direct skip so step- 
up rule under §2612(c)(2) does not apply 
(RR), 32 

Howard rule, proposed amendment to QTIP 
rules, see LEGISLATION, FEDERAL, HR 
11 

Income accumulation right of trustees does not 
preclude marital deduction in light of dece- 
dent’s overriding intent expressed in instru- 
ment to obtain deduction (CA 9), 24 

Non-deductible terminable interests, QTIPs 
were non-deductible even if executor made 
timely QTIP election, no marital deduction 
allowed (US TC), 24 

Recovery of estate tax, proposal to permit waiv- 
er of recovery by decedent, see LEGISLA- 
TION, FEDERAL, HR 11 

Renunciation of will entitling spouse to statuto- 
ry share does not also renounce QTIP trust 
(TAM), 25 

Separate interest in property being tested is un- 
divided partial interest in entire residue of 
estate, marital deduction available for that 
portion (CA 5), 24 

Special transitional rule on defective QTIP 
elections deleted by amended Regs. 
§301.9100-1 (TD), 158 

Standards used by IRS for determining wheth- 
er to grant extension of time to make certain 
elections pursuant to Regs. §301.9100-1 lib- 
eralized (RP), 41 

Surviving spouse will have QTIP interest in 
qualified domestic trust and IRA; IRA distri- 
butions may be paid out over spouse’s life 
expectancy but no rollover treatment allowed 
(PLR), 157 

Surviving spouse’s right to veto distributions to 
children by trustee of QTIP does not save 
marital deduction trust (US TC), 25 

Usufruct interests, amount includible is fair 
market value of assets in which surviving 
spouse had life estate (TAM), 22 


R 


RATES OF TAXES 

Estate tax, proposal to extend imposition period 
of 55 percent rate, see LEGISLATION, 
FEDERAL, HR 11 

Estates and trusts, RRA 1993 compresses 
brackets, 172 

Fiduciary income tax rates, 172 

Income tax, RRA 1993 impact, 171 

Top marginal estate and gift tax rate and single 
generation-skipping transfer tax rate frozen 
by RRA 1993, 174 


REAL PROPERTY 

See PERSONAL PROPERTY; SPECIAL 
USE REAL PROPERTY VALUATION 
ELECTION, §2032A 





REASONABLE CAUSE 

Late filing of return, reliance on advice of coun- 
sel reasonable cause for late filing of estate 
tax return, penalties struck down (US TC), 
27 


RECAPITALIZATIONS, CORPORATE 

Proportionate shares of stock remain same after 
recapitalization, §2701 not triggered, updat- 
ing of buy-sell agreement to correspond does 
not surrender §2703 exemption (PLR), 34 


RECAPTURE 

Special use real property valuation, lease of 
farm to nephew of qualified heir for cash 
triggers recapture (CA 9), 17 


RECIPROCAL TRUST DOCTRINE 

Powers of appointment, doctrine applies to pow- 
ers of appointment held by co-trustees of two 
residuary trusts (PLR), 21 


RECOGNITION OF GAIN OR LOSS 

See also CAPITAL GAINS AND LOSSES 

Beneficiary of qualified Subchapter S trust will 
recognize gain or loss on sale of S corporation 
stock, not the trust (RR), 41 

Income beneficiary taxed on gain from sale of S 
corporation stock by qualified Subchapter S 
trust (RR), 12 

Life insurance annuity contracts 

—Non-recognition safe harbor on exchange of 
contracts when cash withdrawn and reinvest- 
ed (RR), 11 

—Non-recognition transaction prevents qualifi- 
cation for exemption from 10 percent with- 
drawal penalty (RR), 11 

—tTroubled insurer’s contracts exchange, no 
gain recognized, no cash withdrawn or dis- 
tributed (RP), 11 

Multiple charitable gifts in single year are 
pooled to reach amount of deduction allowed, 
gain recognized on pooled gift even if greater 
than allowed deduction (US TC), 10 

Self-cancelling installment notes (SCINs), 123; 
160 


Self-cancelling installment obligation termina- 
tion at death of obligee held disposition, gain 
not IRD (US TC), 6 

Stock sold to two foreign trusts in exchange for 
unsecured private annuities, gain deferred 
(US TCM), 11 


REDEMPTIONS OF CORPORATE STOCK 
TO PAY DEATH TAXES, §303 

Buy-sell agreement for redemption of stock at 
stockholder’s death properly coordinates 
§§303 and 6166 (PLR), 28 


REFORMATION OF INSTRUMENT 

Charitable estate tax deduction, judicial sever- 
ing of non-qualifying split-interest trust does 
not create deductible interest unless it was 
qualified reformation (US TC), 23 

Charitable remainder trusts, reformation of de- 
fective trusts to conform with 1969 Tax Act 
denial of charitable deduction to split-interest 
trust unless interest in form of qualified an- 
nuity or unitrust or in pooled income fund 
explained, 194 

GRAT trust formed before issuance of either 
proposed or final §2702 regulations, reforma- 
tion not required where trust instrument sub- 
stantially complied with §2702 requirements 
(TAM), 41 

Retroactive effect allowed for reformation of 
will converting general power of appointment 
to limited power for transfer tax purposes 
(PLR), 68 


REFUND SUITS 

Administratrix’ refund claim filed more than 
year after decedent died barred by statute of 
limitations (US ClsCt), 14 
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REFUND SUITS—Contd. 

Estate tax 

—Refund claim barred, no “written” notice to 
IRS of claim within limitations period, estate 
didn’t meet de minimis requirements (CA 4), 
27 


—Section 6166 extension of time for payment, 
suit may not be maintained unless entire tax 
due is paid (US ClsCt), 27 


REGULATIONS 

Automatic 12-month extension to make elec- 
tions, guidance under Regs. §301.9100 issued 
(RP), 28 

Generation-skipping transfer tax, see GENER- 
ATION-SKIPPING TRANSFER TAX 

Qualified domestic trusts (QDOTs), proposed 
regulations, 127 

Resident aliens, definition for tax purposes in 
final §7701 regs., 14 

S corporations 

—One class of stock requirement, final regula- 
tions issued, 12 

—One class of stock rule clarification, see 
LEGISLATION, FEDERAL, HR 11 

Special valuation rules, §§2701-2704 

—Final regulations issued, 33 

—Technical corrections, see LEGISLATION, 
FEDERAL, HR 11 


RELATED PARTY TRANSACTIONS 
See INTRA-FAMILY SALES 


REMAINDER INTERESTS 

See CHARITABLE REMAINDER TRUSTS; 
DISCLAIMERS; POOLED INCOME 
FUNDS 


RENTALS 

Special use real property valuation, lease of 
farm to nephew of qualified heir for cash 
triggers recapture (CA 9), 17 


RENUNCIATIONS 
See DISCLAIMERS 


REPORTING REQUIREMENTS 

Charitable remainder trusts, “qualification no- 
tice” required for charitable remainder bene- 
ficiaries of, see LEGISLATION, FEDER- 
AL, HR 11 


RESIDENCE 
See PRINCIPAL RESIDENCE 


RESIDENT ALIENS 

See also NON-RESIDENT ALIENS 

Definition for tax purposes in final §7701 regs., 
14 


Jointly-owned property, automatic 50 percent 
inclusionary rule does not apply to foreign 
nationals, tenancy by entirety not completed 
gift, entire value included in estate (PLR), 21 


RETAINED INTERESTS 

Family farming corporation, grantor who creat- 
ed trust but retained beneficial interest did 
not complete gift, later gifts of beneficial in- 
terest were taxable gifts (CA 8), 30 


RETAINED LIFE ESTATES, §2036 

See also ESTATE FREEZES 

Gift of partial interest in residence is excluda- 
ble from estate (US TCM), 19 

Recovery of estate tax, proposal to permit waiv- 
er of recovery by decedent, see LEGISLA- 
TION, FEDERAL, HR 11 

Sale-leaseback arrangement between decedent 
and family members providing for cancella- 
tion of mortgage on decedent’s death results 
in inclusion of full value of house in estate 
(US TC), 19 

Split purchase of condominium treated as gift 
of property with retained life estate, propor- 
tionate share included in decedent’s estate as 
if property bought as tenants-in-common 
(TAM), 20 





RETURNS 
See FILING OF RETURNS 


REVENUE ACT OF 1992 
See LEGISLATION, FEDERAL, HR 11 


REVENUE RECONCILIATION ACT OF 
1993 


Constitutionality of retroactivity of top estate 
tax rate which was permanently extended by 
RRA 1993 challenged (DC DC), 196 

Estate planning, RRA 1993 affect on, 171 et 
seq. 


REVOCABLE INTER VIVOS TRUSTS 

See also DISTRIBUTIONS, ESTATES AND 
TRUSTS; GRANTOR TRUSTS; REVO- 
CABLE TRANSFERS, §2038 

Basis step-up allowed for one half of assets of 
married couple’s joint revocable trust 
(TAM), 98 

Court-appointed guardian with court approval 
continued incompetent decedent’s pattern of 
gift-giving, gifts made within three years of 
death not included in estate (TAM), 100 

Foreign grantor of U.S. revocable trusts not 
taxed on bank deposit interest (PLR), 10 

Gifts within three years of decedent’s death by 
corporate trustee made at decedent’s direc- 
tion are includible in estate (TAM), 100 

Powers of appointment 

—Right to invade revocable trust for “care” is 
limited power of appointment subject to as- 
certainable standard (PLR), 22 

—Right to invade revocable trust left to surviv- 
ing spouse for “comfort” is limited power of 
appointment (PLR), 21 

Valuation of closely-held corporation stock, par- 
tial interest discount allowed despite control 
of whole property by marital trust and revo- 
cable trust for same family (US TCM), 16 


REVOCABLE TRANSFERS, §2038 

See also REVOCABLE INTER VIVOS 
TRUSTS 

Gifts from revocable trusts should be avoided or 
IRS will be able successfully to contend that 
gifts within three years of grantor’s death 
should be included in estate (US TCM), 157 

Gifts from self-trusteed revocable trust not in- 
cluded in gross estate, gifts made by succes- 
sor trustee includible (AOD), 19 

Grantor trusts, non-fiduciary right to reacquire 
trust assets is power over trust income and 
principal but does not result in estate tax lia- 
bility (PLR), 9 

Power of attorney did not include implied right 
to make gifts, revocable transfers includible 
in gross estate (CA 4), 18 


ROYALTIES 

Basis of surviving spouse’s share of community 
property interest in working interests and 
royalty interests for computing cost depletion 
includes step-up in basis at time of spouse’s 
death (RR), 6 

Fair market value of oil and gas royalty interest 
may constitute interest in decedent’s closely- 
held business carried on as sole proprietorship 
for §6166 purposes, discussion, 107 et seq. 


RRA 1993 


See REVENUE RECONCILIATION ACT 
OF 1993 


S 


S CORPORATION SHAREHOLDERS 

Income in respect to decedent within corpora- 
tion, proposal to treat IRD in S corporation 
as IRD in hands of deceased stockholder’s 
estate, see LEGISLATION, FEDERAL, 
HR 11 





S CORPORATIONS 

See also QUALIFIED SUBCHAPTER S 
TRUSTS 

Chapter 14 (§2701) valuation issues, 147 

Executor may consent to election on behalf of 
deceased shareholder (RR), 12 

Income in respect of decedent, corporate veil 
pierced, see LEGISLATION, FEDERAL, 
HR 11 

One class of stock requirement 

—Final regulations issued, 12 

—Proposed clarification of rule, see LEGISLA- 
TION, FEDERAL, HR 11 

—Split-dollar life insurance plans may violate 
(PLR), 131 


SALE OR EXCHANGE OF PARTNERSHIP 
INTEREST 

See PARTNERSHIP INTEREST SALES OR 
EXCHANGES 


SALE OR EXCHANGE OF PRINCIPAL RES- 
IDENCE 


See PRINCIPAL RESIDENCE 


SALES AND LEASEBACKS 

See also INTRA-FAMILY SALES; PART- 
NERSHIP INTEREST SALES OR EX- 
CHANGES 

Personal residence sold to son is includible in 
decedent’s estate where she continued to oc- 
cupy the house and there was implied agree- 
ment that son would never have to pay princi- 
pal (CA 2), 197 

Principal residence, arrangement between dece- 
dent and family members providing for can- 
cellation of mortgage on decedent’s death re- 
sults in inclusion of full value of house in 
estate under §2036 (US TC), 19 


SECTION 303 REDEMPTIONS 
See REDEMPTIONS OF CORPORATE 
STOCK TO PAY DEATH TAXES, §303 


SECTION 501(cX3) ORGANIZATIONS 
See PRIVATE FOUNDATIONS 


SECTION 644 TAX 


Proposed repeal, see LEGISLATION, FED- 
ERAL, HR 11 


SECTION 2036(c) ESTATE FREEZE RULES 
See ESTATE FREEZES 


SELF-CANCELLING INSTALLMENT OB- 
LIGATIONS 
See INSTALLMENT OBLIGATIONS 


SIMPLE TRUSTS 
Distributions, see DISTRIBUTIONS, ES- 
TATES AND TRUSTS 


SPECIAL USE REAL PROPERTY VALUA- 
TION ELECTION, §2032A 

Bank account used for both farm and personal 
expenses cannot be included in meeting 50 
percent of gross estate test (US TC), 17 

Election valid despite lack of trust beneficiaries’ 
signatures on notice of election or recapture 
agreement (CA 5), 17 

Extension of time to make election, Regs. 
§301.9100 relief (RP), 28 

Fair market value of stock may be used when 
funding marital deduction trust where special 
use value was used to determine estate taxes 
(DC NM), 65 

Irrigation district charges cannot be deducted 
in calculating gross cash rents for valuation 
of property determination (US TC), 17 

Lease of farm to nephew of qualified heir for 
cash triggers recapture (CA 9), 17 

Practical approach to estate tax valuation, 90 et 


seq. 

dane affidavit, advantages, 92 
—Attorney’s role in valuing real estate, 92 
—Form 706 instructions, 91 

—lInternal Revenue Manuals, 91 
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SPECIAL USE REAL—Contd. 

Practical approach to—Contd. 

—Regulations, 90 

—Statutory framework, 90 

Proposed amendments, see LEGISLATION, 
FEDERAL, HR 11 

Recapture agreement filed omitting signatures 
of two small owners can be perfected by pro- 
viding missing signatures (DC Pa), 17 


SPECIAL VALUATION RULES, §§2701- 
2704 


See ESTATE FREEZES; INTRA-FAMILY 
SALES; REGULATIONS; VALUATION 


SPENDTHRIFT CLAUSES 

Assets of trust sold and cash deposited with 
federal court by interpleader terminates trust 
with spendthrift clause, capital gains taxed to 
beneficiary (PLR), 8 


SPLIT-DOLLAR LIFE INSURANCE PLANS 
See LIFE INSURANCE 


SPLIT GIFTS 


See GIFTS WITHIN THREE YEARS OF 
DECEDENT’S DEATH, §2035 


SPOUSES 

See COMMUNITY PROPERTY; INTRA- 
FAMILY SALES; JOINTLY-OWNED 
PROPERTY; MARITAL DEDUCTION 
(ESTATE TAX); QUALIFIED DOMES- 
TIC TRUSTS (QDOTs); QUALIFIED 
TERMINABLE INTEREST PROPERTY 
(QTIP) 


STATE AND LOCAL LAW 

Disclaimers, timeliness of filing based on date 
of death under §2518 even when state law 
allowed use of date will was filed for probate 
(CA 7), 31 

Tenancy by the entirety, disclaimer of one-half 
interest in Arkansas real estate survivor 
would receive by survivorship, allowed under 
state law, is not qualified disclaimer (TAM), 
31 


STATE AND LOCAL TAXES 
Estate planning considerations, 39 


STATUTE OF LIMITATIONS 

Disclaimers 

—Date of death determines timeliness of filing 
under §2518 even when state law allowed use 
of date will was filed for probate (CA 7), 31 

—Underage child, disclaimer executed 15 
months after death of decedent was timely 
because child was under 21 (PLR), 31 

Estate tax refund claim barred, no “written” 
notice to IRS of claim within limitations peri- 
od, estate didn’t meet de minimis require- 
ments (CA 4), 27 

Expiration of limitation period for assessment 
of gift tax under §6501(a) does not preclude 
IRS from adding gifts back in for estate tax 
purposes (CA 4), 100 

Extension of statute of limitations by decedent 
for income tax purposes is binding on execu- 
tor (US TCM), 15 

Refund claim by administratrix filed more than 
year after decedent died barred by statute of 
limitations (US ClsCt), 14 


STEPPED-UP BASIS AT DEATH 

Basis of surviving spouse’s share of community 
property interest in working interests and 
royalty interests for computing cost depletion 
includes step-up in basis at time of spouse’s 
death (RR), 6 

Jointly-owned property, contribution test ap- 
plies to jointly-owned property purchased 
before 1977 by decedent dying after 1981 
(CA 6), 20 

Married couple’s joint revocable trust, basis 
—— allowed for one half of assets (TAM), 





STOCK 

See REDEMPTIONS OF CORPORATE 
STOCK TO PAY DEATH TAXES, §303; 
VALUATION; VALUATION OF CLOSE- 
LY-HELD CORPORATION STOCK; 
VOTING RIGHTS 


STOCK PURCHASE AGREEMENTS 

See REDEMPTIONS OF CORPORATE 
STOCK TO PAY DEATH TAXES, §303; 
VALUATION OF CLOSELY-HELD COR- 
PORATION STOCK 


STOLEN PROPERTY 

Art objects, value includible in decedent’s gross 
estate since decedent had beneficial enjoy- 
ment for more than 35 years (TAM), 18 


SURVIVORSHIP ANNUITIES 
See JOINT AND SURVIVOR ANNUITIES 


T 


TAX CREDITS 


See UNIFIED ESTATE AND GIFT TAX 
CREDIT 


TAX LIENS 

Estate tax lien apportioned to estate’s assets 
based on property value on date of foreclo- 
sure sale, not date of lien (CA 5), 14 

Ten-year lien for estate and gift taxes, assess- 
ment must be made upon §6324 lien under 
§6901 against transferee before government 
can foreclose (DC ND), 69 


TAX RATES 


Estate tax rate, deferred reduction, see LEGIS- 
LATION, FEDERAL, HR 11 


TAX REFORM ACT OF 1984 
IRA annuity distributions, estate tax exemption 
grandfather rules (RR), 20 


TAX RETURNS 
See FILING OF RETURNS 


TAX TREATIES 
See TREATIES 


TAXABLE ESTATE 
See ADMINISTRATIVE EXPENSES; ES- 
TATE TAX; ESTATES; GROSS ESTATE 


TENANCY BY THE ENTIRETY 

Disclaimer of one-half interest in Arkansas real 
estate survivor would receive by survivorship, 
allowed under state law, is not qualified dis- 
claimer (TAM), 31 


TERMINABLE INTERESTS 
See QUALIFIED TERMINABLE INTER- 
EST PROPERTY (QTIP) 


TERMINATION OF TRUST 

Assets of trust sold and cash deposited with 
federal court by interpleader terminates trust 
with spendthrift clause, capital gains taxed to 
beneficiary (PLR), 8 

Testamentary trust does not terminate until fi- 
nal distribution, trust responsible for capital 
gains tax on trust assets (DC MTenn), 7 


TESTAMENTARY TRUSTS 

Capital gains tax liability on trust, not benefi- 
ciary, until final distribution made to benefi- 
ciary or creditor (DC MTenn), 7 


THROWBACK RULES 


Proposed repeal, see LEGISLATION, FED- 
ERAL, HR 11 


TRA 1984 
See TAX REFORM ACT OF 1984 





TRADE OR BUSINESS EXPENSES 

Group-term life insurance premiums paid to 
subsidiary for policies covering parent’s em- 
ployees deductible by parent, coverage up to 
$50,000 excludable by employees (RR), 3 


TRANSFER TAXES 
See ESTATE TAX; GENERATION-SKIP- 
PING TRANSFER TAX; GIFT TAX 


TRANSFEREE LIABILITY 
Estate income tax, distributee liable for tax 


where distribution left estate unable to pay 
tax liability (US TCM), 15 


TRANSFERS WITHIN THREE YEARS OF 
DEATH, §2035 

See GIFTS WITHIN THREE YEARS OF 
DECEDENT’S DEATH, §2035 


TREATIES 
Generation-skipping transfer tax, proposed 
regs., 86 


TRUSTEES 

Fiduciary income tax rates, 172 

Removal and replacement power, if limited in 
manner proposed in “construction and modi- 
fication” of trust instrument is acceptable 
(PLR), 64 

Special use real property valuation election val- 
id despite fact executor had trustee, but not 
trust beneficiaries, sign notice of election and 
recapture agreement (CA 5), 17 

Successor trustee, grantor appoints himself as 
successor trustee of irrevocable trust in favor 
of grandchildren, significance of §§2036, 
2038 and generation-skipping transfer tax ef- 
fective date rules considered (PLR), 131 


TRUSTS 

Administrative expenses, see ADMINISTRA- 
TIVE EXPENSES 

Charitable remainder trusts, see CHARITA- 
BLE REMAINDER TRUSTS 

Distributions, see DISTRIBUTIONS, ES- 
TATES AND TRUSTS 

Generation-skipping transfer tax, see GENER- 
ATION-SKIPPING TRANSFER TAX 

Grantor retained annuity trusts, see GRANT- 
OR RETAINED ANNUITY TRUSTS 
(GRATs) 

Grantor retained income trusts, see GRANT- 
OR RETAINED INCOME TRUSTS 
(GRITs) 

Grantor retained unitrusts, see GRANTOR 
RETAINED UNITRUSTS (GRUTs) 

Grantor trusts, see GRANTOR TRUSTS 

Life insurance trusts, see LIFE INSURANCE 
TRUSTS 


Multiple trusts, proposed repeal of §643(f), see 
LEGISLATION, FEDERAL, HR 11 

Passive losses, application of §469 rules to taxa- 
tion of estates and trusts, 57 et seq 

Powers of appointment, see POWERS OF AP- 
POINTMENT 

Qualified domestic trusts, see QUALIFIED 
DOMESTIC TRUSTS (QDOTs) 

Qualified Subchapter S trusts, see QUALI- 
FIED SUBCHAPTER S TRUSTS 

Qualified terminable interest property, see 
QUALIFIED TERMINABLE INTEREST 
PROPERTY (QTIP) 

Revocable inter vivos trusts, see REVOCABLE 
INTER VIVOS TRUSTS 

Sales and exchanges by domestic trusts, pro- 
posed repeal of §644, see LEGISLATION, 
FEDERAL, HR 11 

Tax rates, see RATES OF TAXES 


U 


UNIFIED ESTATE AND GIFT TAX CREDIT 
See also ESTATE TAX; GIFT TAX 

Estate planning considerations 

—Recapture of credit, 38 
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UNIFIED ESTATE AND—Contd. 

Estate planning considerations—Contd. 

—Reduced credit, Clinton administration pro- 
posal, 37 

Readjustment of value of gifts at death, donor’s 
unified credit at time of gift must be taken 
into account when determining tax owed 
(TAM), 67 


UNIFIED TRANSFER TAXES 
See ESTATE TAX; GENERATION-SKIP- 
PING TRANSFER TAX; GIFT TAX 


USUFRUCT 
QTIP property in surviving spouse’s estate, 
amount includible is fair market value of as- 


sets in which surviving spouse had life estate 
(TAM), 22 


Vv 


VALUATION 

See also ACTUARIAL ASSUMPTIONS; ES- 
TATE FREEZES; VALUATION OF 
CLOSELY-HELD CORPORATION 
STOCK 

Alternate valuation date, see ALTERNATE 
VALUATION DATE 

Blockage discount for artwork in Georgia 
O’Keeffe’s estate reduced net value by 50 
percent (US TCM), 16 

Controlling interest in publicly held company 
valued by tax court, court’s reasoning de- 
tailed (US TCM), 196 

Generation-skipping transfer tax, proposed 
regs., 79 

Insolvent nephew’s note valued in uncle’s estate 
without regard to will’s release of debt or 
bequests that would have made nephew sol- 
vent (TAM), 16 





Intra-family sales, installment sale of flower 
bulb distribution business to children yields 
taxable gift where applicable federal rate un- 
der §7872 not charged (US TC), 30 

Liquidation value of C corporation, no discount 
for capital gains taxes despite repeal of Gen- 
eral Utilities doctrine (TAM), 16 

Multiple stock classes, gift of stock proportion- 
ate to ownership is exempt from §2701 
(PLR), 35 

Readjustment of value of gifts at death, donor’s 
unified credit at time of gift must be taken 
into account when determining tax owed 
(TAM), 67 

Rule 144 stock not entitled to fair market value 
deduction when donated to private founda- 
tion (PLR), 134 

Sizable settlement offers make it reasonable for 
IRS to take position that estate’s lawsuit had 
considerable value at decedent’s death, attor- 
neys’ fees not recoverable (US TCM), 194 

Special use real property valuation, see SPE- 
CIAL USE REAL PROPERTY VALUA- 
TION ELECTION, §2032A 


VALUATION FREEZES 
See ESTATE FREEZES 


VALUATION OF CLOSELY-HELD CORPO- 
RATION STOCK 

See also ESTATE FREEZES 

Charitable contributions, post-gift sale can be 
used in valuing closely held stock given to 
university (CA FC), 5 

Estate’s use of earlier Tax Court rulings on 
marketability and minority discounts in valu- 
ation of closely held real estate company re- 
jected in favor of IRS approach looking at 
comparable publicly held REITs (CA 8), 15 





Minority discount not disallowed solely because 
if minority interest was aggregated with in- 
terests held by family members it would be 
controlling interest (RR), 68 

Partial interest discount allowed despite control 
of whole property by marital trust and revo- 
cable trust for same family (US TCM), 16 


VOTING RIGHTS 

Proportionate shares of stock remain same after 
recapitalization, §2701 not triggered, updat- 
ing of buy-sell agreement to correspond does 
not surrender §2703 exemption (PLR), 34 


Ww 


WILLS 
See also ESTATE PLANNING 
Renunciation of will entitling spouse to statuto- 


ry share does not also renounce QTIP trust 
(TAM), 25 


WITHDRAWAL POWERS 
See CRUMMEY TRUSTS; GRANTOR 
TRUSTS; POWERS OF APPOINTMENT 


WITHHOLDING TAXES 

Bank deposit interest from U.S. accounts held 
in U.S. trusts established by non-resident 
alien grantors is exempt from withholding tax 
(PLR), 10 


WORKING INTERESTS 

Basis of surviving spouse’s share of community 
property interest in working interests and 
royalty interests for computing cost depletion 
includes step-up in basis at time of spouse’s 
death (RR), 6 
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